EC COCKE 


Volume 14 No. 10 April 11, 1978 





RELEASES IN THIS ISSUE ITS SUCCESSOR OR WHICH WERE 
HELD IN THE DEBTOR’S PORTFOLIO 





Securities Act The following rules relate to self-regulat 
Securities Exchange Act - 14599-14622 te eee ee ee ee eee ee 
Public Utility Holding ization rule proposals and/or adoptions. 
Company 
Trust Indenture Act - rot po st pet 
Investment Company Act - 10179-10185 .. .. 34-14611 34-14621 
Investment Advisers Act 
Litigation - 8347-8353 














SECURITIES ACT OF 1933 


This listing covers releases issued from 3/24/78- 
3/30/78. 








SECURITIES EXCHANGE ACT OF 1934 


This listing does not affect the legal status of any 
document published in this issue. 





SECURITIES ACT OF 1933 
Release No. 5918/March 29, 1978 





SEC DOCKET INDEX 





VOLUME FOUND IN DOCKET DATED SECURITIES EXCHANGE ACT OF 1934 
Release No. 14618/March 29, 1978 
Vol. V, No. 15 12/3/74 
Vol. V, No. 16 12/10/74 
Vol. VI, No. 3 1/8/75 RESALES OF BANKRUPTCY-RELATED SECURITIES 
Vol. VI, No. 15 4/22/75 
Vol. VI, No. 20 5/28/75 
Vol. Vil, No. 8 7/22/75 AGENCY: Securities and Exchange Commission. 
Vol. Vill, No. 15 1/28/76 
Vol. IX, No. 11 5/18/76 
Vol. X, No. 11 10/5/76 ACTION: Final rule and final form amendments. 
Vol. XI, No. 9 2/8/77 
Vol. XII, No. 12 7/19/77 
Vol. XII, No. 11 11/29/77 SUMMARY: The Commission has adopted a rule 
which establishes a safe harbor under the Securities 
Act of 1933 for the resale of securities which were 
SIGNIFICANT ITEMS either issued in bankruptcy proceedings by a debtor or 
RULES its successor or which were held in the debtor's 
portfolio. The purpose of the rule is to provide some 
33-5918 ADOPTION OF A RULE WHICH degree of certainty as to when a person may resell 
ESTABLISHES A SAFE HARBOR bankruptcy-related securities without the need for 
UNDER THE 1933 ACT FOR THE RE- registering them under the Securities Act. In adopting 
SALE OF SECURITIES WHICH WERE the rule, along with certain related amendments to 
EITHER ISSUED IN BANKRUPTCY some of its forms, the Commission emphasized that 
PROCEEDINGS BY A DEBTOR OR the rule is not the exclusive means for reselling such 














SEC DOCKET/587 





securities and will not affect the availability of any 
exemption for resales under the Act that a person 
might be able to rely upon. 


EFFECTIVE DATE: May 1, 1978. 


FOR FURTHER INFORMATION CONTACT: Peter J. 
Romeo, Division of Corporation Finance, Securities 
and Exchange Commission, Washington, D.C. 20549, 
(202) 755-1240. 


SUPPLEMENTARY INFORMATION: The Commission 
today announced the adoption of Rule 148 [17 CFR 
230.148] under the Securities Act of 1933 (“1933 Act”) 
[15 U.S.C. 77a et seq., as amended by Pub. L. No. 
94-29 (June 4, 1975)] and the adoption of certain 
related amendments to Forms 8-K [17 CFR 249.308], 
10-Q [17 CFR 249.308a], and 10-K [17 CFR 249.310] 
under the Securities Exchange Act of 1934 (“1934 
Act”) [15 U.S.C. 78a et seq., as amended by Pub. L. 
No. 94-29 (June 4, 1975)]. The new rule establishes 
objective standards for the resale without registration 
under the 1933 Act of two categories of securities 
relating to bankruptcy proceedings: (1) securities 
issued by a debtor or his successor to creditors and 
others pursuant to a plan of reorganization, 
arrangement or liquidation; and (2) securities issued 
by someone other than the debtor which were held in 
the debtor’s portfolio. 


BACKGROUND AND PURPOSE 


On September 16, 1977 the Commission published 
Release No. 33-5865 [41 FR 47848] soliciting public 
comments on proposed Rule 148. In response to the 
Commission’s invitation, fifteen letters containing 
many helpful comments were received. On the basis 
of these comments and its own review of the 
proposed rule, the Commission has determined to 
amend the rule in certain respects, as indicated 
herein, and to adopt it in its revised form. In a related 
action, the Commission also has adopted amend- 
ments to Items 3 and 6 of Form 8-K and amendments 
to the front cover pages of Forms 10-Q and 10-K. 


As indicated in Release No. 33-5865, the purpose of 
Rule 148 is to provide a safe harbor from the 
registration provisions of the 1933 Act for the resale of 
certain types of securities relating to bankruptcy 
proceedings. The necessity for the rule arises from 
the fact that there is considerable uncertainty on the 
part of many holders of bankruptcy-related securities 
as to when it is necessary to register such securities 
for resale under the 1933 Act. 
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Generally, when attempting to resell securities 
acquired in a bankruptcy proceeding, the holders 
thereof seek to rely on the exemption from 
registration provided by Section 4(1) of the 1933 Act. 
That section states in essence that transactions by 
any person who is not an “issuer, underwriter, or 
dealer” need not be registered. Since most persons 
who seek to resell securities clearly are not issuers or 
dealers, the majority of questions arising under 
Section 4(1) focus on the term “underwriter.” The 
nature of these questions generally is under what 
circumstances will a person not be deemed an 
underwriter and consequently be free to resell his 
securities without registration. 


The term “underwriter” is broadly defined in Section 
2(11) of the Act.1 Among other things, Section 2(11) 
states that a person who purchased his securities 
“with a view to . . . distribution” shall be deemed an 
underwriter. The interpretation of Section 2(11) 
traditionally has focused on these quoted words. They 
create difficulty, however, because they are subjective 
in nature and appear to require a determination as to 
the security holder’s purpose in acquiring his 
securities. Since it is difficult to ascertain a 
purchaser’s state of mind at the time of acquisition, it 
generally is necessary to look to subsequent acts and 
circumstances to formulate an opinion as to whether 
he purchased with a view to distribution. Thus, the 
use of objective standards relating to a purchaser’s 
subsequent acts and circumstances would be useful 
in making such a determination. 


In recognition of the utility of objective standards 
insofar as the definition of ‘underwriter’ is 
concerned, the Commission in 1972 adopted Rule 144 
[17 CFR 230.144] under the 1933 Act.2 Basically, the 
rule establishes certain objective standards which, if 





Section 2(11) reads in pertinent part as follows: 


The term “underwriter” means any person who has 
purchased from an issuer with a view to, or offers or 
sells for an issuer in connection with, the distribution of 
any security, or participates or has a direct or indirect 
participation in any such undertaking, or participates or 
has a participation in the direct or indirect underwriting 
of any such undertaking. .. . 


2See in this regard, Release No. 33-5223 [37 FR 596] 
dated January 11, 1972. 





satisfied, permit holders of “restricted securities’? to 
» sell them without being deemed underwriters of those 
securities. There are four basic requirements inherent 
in these standards: (1) The securities must have been 
held by the seller for at least two years; (2) the 
amount of securities that can be sold during any six 
month period must not exceed one percent of the 
outstanding securities of that class; (3) there must be 
current information available to the public about the 
issuer of the security; and (4) the securities must be 
sold in brokers’ transactions. Generally, it is the 
Commission’s view that a person who complies with 
the above requirements has satisfactorily demon- 
strated that he did not acquire his securities with the 
view to distribution and that the interests of investors 
will not be harmed by permitting him to resell them 
without registration. 


Although the Commission’s experience with Rule 144 
generally has been favorable, the rule itself is 
somewhat limited in its application. Basically, it can 
be used to sell restricted securities only, which by 
definition must have been acquired in a transaction or 
chain of transactions not involving any public 
offering. As a result, securities issued by a debtor or 
successor thereof in bankruptcy proceedings fre- 
quently do not qualify for resale under Rule 144 
because they were issued in a public, non-registered 
offering in reliance upon some exemption from 
registration, such as that provided by Section 264 or 
Section 393 of the Bankruptcy Act. [11 U.S.C. 664 and 
793]. Thus, many persons who acquire such securities 
are left in a state of uncertainty similar to that which 
existed prior to the adoption of Rule 144 insofar as 
resales of their securities are concerned. Accordingly, 
in recognition of the limited applicability of Rule 144 
to bankruptcy situations and the fact that there is a 
need to proyide some degree of certainty in 
connection with resales of bankruptcy-related 
securities, the Commission has determined to adopt 
Rule 148. 





3The term “restricted securities” is defined in paragraph 
(a)(3) of Rule 144 to mean 


Securities acquired directly or indirectly from the issuer 
thereof, or from an affiliate of such issuer, in a 
transaction or chain of transactions not involving any 
public offering or from the issuer in a transaction in 
reliance on Rule 240 under the Act or which were issued 
by an issuer in a transaction in reliance on Rule 240 and 
were acquired in a transaction or chain of transactions 
not involving any public offering. 


NON-EXCLUSIVE NATURE OF THE RULE 


Several persons who commented on Rule 148 
expressed the view that the 1933 Act does not provide 
a basis for adopting a rule which has the effect of 
restricting resales following public issuances of 
securities that are either registered or are exempt from 
registration. These persons believe that Rule 148 will 
suffer from the same perceived defects as its 
predecessors in the “140 series” of rules (i.e., Rules 
144-147 [17 CFR 230.144-147]) in that it will create a 
presumption that persons who sell securities without 
complying with its provisions are underwriters unless 
they can satisfactorily demonstrate otherwise. The 
commentators point out that there is no basis in the 
1933 Act for a presumptive underwriter doctrine of this 
nature, and that Rule 148 and the other rules in the 
“140 series” are therefore contrary to the statute. 


The Commission recognizes that Rule 148 does place 
restrictions on resales of securities, as do other rules 
in the “140 series.” These restrictions, however, are 
deemed to be in keeping with the purpose and 
underlying policy of the 1933 Act to protect investors. 
They seek, among other things, to prevent disruptions 
in the markets for securities and to assure that 
adequate information about the issuers of securities 
sold under the rule will be available to investors. 
Moreover, and most important, the restrictions are not 
compulsory and need not be complied with in those 
instances where persons may rely on a specific 
exemption for resales, such as that provided by 
Section 4(1) of the Act. The rule seeks only to provide 
a safe harbor for resales and thereby remove 
uncertainty as to the application of the registration 
provisions of the 1933 Act that might exist in the 
minds of some persons who wish to resell the types 
of securities covered by the rule. 


It appears to the Commission that the negative views 
concerning the statutory authority for Rule 148 are 
largely based on the faulty premise that the rule will 
be the exclusive means by which a person may resell 
bankruptcy-related securities without registration. As 
noted above, however, compliance with Rule 148 will 
not be compulsory, and the Commission has never 
intended that it (nor indeed any of the rules in the 
“140 series”) be considered the only method by which 
persons may safely resell the types of securities 
mentioned therein. 


In order to make its position concerning the 
non-exclusive nature of the rule as clear and emphatic 
as possible, the Commission has inserted a paragraph 
at the end of Rule 148 which specifically states that 
the rule “is not the exclusive means for reselling 
[bankruptcy-related] securities” and that it “does not 
eliminate or otherwise affect the availability of any 
exemption for resales under the Securities Act that a 
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person or entity may be able to rely upon.” Similar 
statements also are contained in Rules 144, 146 and 
147 under the Act. By calling attention to these 
statements, the Commission is hopeful that there will 
no longer be any doubt that a person will not be 
deemed to be, or presumed to be, an underwriter with 
respect to resales of securities merely because of 
non-compliance with any of the rules in the “140 
series.” 


SYNOPSIS OF RULE 


To a large extent, the provisions of Rule 148 are 
modeled after Rule 144. There are, however, several 
significant variations designed to reflect the unique 
circumstances of bankruptcy situations. The chief 
variation is the lack of a holding period requirement. 
Such a requirement has not been deemed appropriate 
because of the special, involuntary circumstances 
under which a debtor’s securities frequently are 
acquired. Other variations include different volume 
limitations and current public information require- 
ments and the lack of a notice requirement with 
respect to resales under the rule. 


Preliminary Note 


The operative provisions of the rule have been 
preceded by a preliminary note, which provides a brief 
summary of the purpose and scope of the rule. A 
second preliminary note dealing with the non 
exclusive nature of the rule had been included in the 
proposed version but has been deleted. The gist of it, 
however, has been moved to the text of the rule itself 
and included in a new paragraph (e), in order to place 
greater emphasis on its contents. 


Definitions 


Paragraph (a) of the rule contains definitions of six 
terms which appear throughout the rule. These 
definitions are self-explanatory to a large extent. 
However, some of them have been revised in response 
to the public comment, as explained below. 


The term “debtor” is defined in the rule as a person or 
entity concerning which a case has been commenced 
under either the Bankruptcy Act [11 U.S.C. 1, et seq.] 
or the Securities Investor Protection Act (“SIPA”) [15 
U.S.C. 78aaa, et seq.], as well as any entity over 


which the Federal Deposit Insurance Corporation 
(“FDIC”) has been appointed as a receiver. The 
definition has been altered considerably from the 
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proposed version in order to broaden its coverage. 
Thus, the words “person or entity” have been 
substituted for “individual, partnership or corpora- 
tion” (the words used in the proposed version) 
because their wider applicability will remove all doubt 
that entities such as real estate investment trusts 
and unincorporated companies and associations will 
be within the ambit of the rule. In addition, the 
definition has been expanded to make it clear that 
entities which are involved in proceedings under SIPA, 
and entities over which the FDIC has been appointed 
as a receiver will be covered. The latter change will 
permit SIPA trustees and the FDIC to sell pursuant to 
the rule portfolio securities held by entities whose 
assets are controlled by them. 


The definition for the term “securities issued under a 
plan” also has been expanded to cover not only 
securities issued by the debtor or any successor 
thereof under a plan, but also securities issued upon 
the exercise of any right to convert or exchange 
securities issued under a plan. This change was made 
in response to the views of some commentators that 
the proposed definition for this term was too narrow. 


Finally, a definition for the term “affiliate” has been 
added to the rule. The definition used is modeled after 
similar definitions set forth in Rules 144(a)(1) and 405 
[17 CFR 230.405] under the 1933 Act, and it focuses 
on whether the person or entity under scrutiny as a 
possible affiliate “directly, or indirectly through one or 
more intermediaries, controls, or is controlled by, or 
is under common control with, [the] debtor.” The 
definition has been included because paragraph (c) of 
the rule now states that securities of affiliates which 
are held in the debtor’s portfolio may not be resold in 
reliance upon the rule. 


It should be noted that the determination whether a 
person or entity is an affiliate of the debtor is a factual 
one that must be made on a case-by-case basis. Thus, 
there are no preconceived guidelines, such as a fixed 
minority percentage of the debtor’s stock owned by a 
possible affiliate, that will be conclusive on this 
issue. 


Securities Issued Under a Plan 


Paragraph (b) sets forth the standards for resale that 
will be applicable to one of the two categories of 
securities that may be sold under the rule (viz., 
securities issued by a debtor or its successor under a 
plan). The introductory portion of the paragraph 
makes it clear that the rule will provide a safe harbor 
for the resale of such securities, provided they are 
issued in a transaction exempt from registration under 
the 1933 Act and provided that the three conditions 
set forth in the paragraph are satisfied. 





1. Volume Limitation 


The first of the three conditions for resale is set forth 
in paragraph (b)(1) of the rule and it limits the amount 
of securities that can be sold during any six-month 
period under the rule. The paragraph provides that the 
amount sold during such a period shall not exceed 
one percent of the sum of the number of shares or 
other units of the class issued and outstanding and 
the number of shares or units reserved for futures 
issuance in respect of claims and interests filed and 
allowed under the plan. 


In its adopted form, the volume limitation provision is 
somewhat less restrictive than the version proposed 
for public comment. The principal change deals with 
the base upon which the one percent limit will be 
computed. In its proposed form, the base consisted of 
the “shares or other units of tl:e class outstanding 
upon distribution under the plan.” Some com- 
mentators pointed out that in the early period after a 
reorganization securities are issued almost daily, with 
the result that the number of outstanding securities is 
constantly changing. In response to these comments, 
the base has been revised to consist not only of the 
shares or units issued and outstanding, but also 
those reserved for future issuance under the plan. It is 
believed that this change will be provide from the 
outset a relatively fixed base upon which the volume 
limitation may be computed. 


The Commission also has added to the volume 
limitation provision a reference to the source (viz., the 
most recent report or statement published by the 
issuer) where information may be obtained with 
respect to the computation of the one percent limit. 
Finally, the Commission has included at the end of 
the volume limitation paragraph a statement that, for 
purposes of determining the volume limitation, all 
securities of the same class sold under the rule by 
persons or entities acting in concert shall be 
aggregated. 


In connection with the volume limitation set forth in 
paragraph (b)(1), the Commission wishes to take note 
of the views of some of the commentators that the 
one percent limit may perhaps be too restrictive in the 
bankruptcy context. While the Commission does not 
wish to restrict unnecessarily the amount of securities 
that may be resold in reliance upon the rule, it does 
not believe there is an empirical basis for raising the 
one percent limit at this time. In this connection, 
however, the Commission presently is engaged in a 
study to determine whether the volume limitations of 
Rule 144, the rule upon which Rule 148 is largely 
modeled, can be relaxed somewhat. Should the 
Commission deem it appropriate to revise those 
limitations, it anticipates making corresponding 


changes in the volume limitation contained in Rule 
148. 


2. Current Public Information 


The second condition for resale under the rule is 
contained in paragraph (b)(2), and it relates to the 
adequacy of information available concerning the 
issuer of the securities to be sold. The provision is 
intended to assure that there will be current 
information about the issuer available to the investing 
public at the time any sales of its securities are made 
under the rule. 


The public information requirement in paragraph (b)(2) 
states that an issuer who is subject to the registration 
and/or periodic reporting provisions of the 1934 Act 
must have filed with the Commission all documents 
and reports required by those provisions subsequent 
to the distribution of securities under the plan. The 
paragraph further states that issuers who are not 
subject to the registration and/or periodic reporting 
provisions of the 1934 Act will be deemed to have 
satisfied the public information requirement if they 
make available to the public at the time sales are 
made under the rule the information specified in 
clauses (1) to (14), and clause (16) of Rule 
15c2-11(a)(4) [17 CFR 240.15c2-11(a)(4)] under the 
1934 Act. 


There are two essential differences between the public 


information requirement in Rule 148 and its 
counterpart in Rule 144. First, unlike Rule 144, there 
will be no necessity in Rule 148 for the issuer to have 
been subject to the periodic reporting provisions of 
the 1934 Act for at least 90 days before sales may be 
effected under the rule. The 90-day requirement has 
been omitted from Rule 148 because the special 
circumstances attendant to bankruptcy situations do 
not appear to justify a waiting period such as that 
required by Rule 144. 


The second major difference is that Rule 148 will not 
require the issuer to have filed all reports required by 
the 1934 Act during the 12 months preceding the sale 
or such shorter period that the issuer was required to 
file such reports. The principal reason for omitting 
this requirement is that many debtors might be unable 
to comply with it, since they might not have funds 
available for the preparation and filing of such reports 
during the period they are involved in bankruptcy 
proceedings. Thus, the rule requires only that all 
reports and documents required subsequent to the 
distribution of securities under the plan have been 
filed. 


It should be noted that although the rule does not 
require, as a condition to its availability, that the 
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issuer have filed all reports and documents required 
prior to the distribution of securities under the plan, 
this should not be construed to mean that such an 
issuer is thereby excused from filing such reports and 
documents. The obligation under the 1934 Act to file 
all reports and documents will continue to exist, and 
nothing in Rule 148 provides an exemption from that 
obligation. 


Although several minor revisions of a clarifying nature 
have been made to the version of the public 
information requirement that was proposed for 
comment, there has been only one_ substantive 
change. This change, which was made in response to 
one of the comments from the public, makes it clear 
that a seller of securities under Rule 148 may rely 
upon a written statement from the issuer or a 
statement in the issuer’s most recent report filed with 
the Commission concerning the issuer’s compliance 
with the public information requirement. This change 
has necessitated the adoption of amendments to the 
front cover pages of Forms 10-Q and 10-K, which are 
discussed in a subsequent part of this release. 


3. Manner of Sale 


The third condition for the resale of securities under 
the rule is contained in paragraph (b)(3), and it 
requires that the securities be sold in brokers’ 
transactions within the meaning of Section 4(4) of the 
1933 Act. Paragraph (b)(3) also restricts the person 
selling the securities from either: (1) soliciting or 
arranging for the solicitation of orders to buy the 
securities in anticipation of or in connection with 
such transactions, or (2) making any payment in 
connection with the offer or sale of the securities to 
any person other than the broker who executes the 
order to sell the securities. 


The brokers’ transaction requirement is the same in all 
material respects as its counterpart in Rules 144. It 
has been included in Rule 148 because it will provide 
some degree of assurance that sales made in reliance 
upon the rule will be executed in an orderly manner 
and with all of the protections afforded by brokers’ 
transactions. 


Some commentators suggested that certain ex- 
ceptions be made to the brokers’ transaction 
requirement. For instance, some thought it ought not 
to apply to persons receiving less than one percent of 
the class issued under the plan. Another stated that 
the requirement should not apply where no brokerage 
transactions are possible (e.g., where there is no 
public market for the debtor’s securities). Finally, one 
commentator expressed the view that block 
transactions should be exempted from the require- 
ment. 
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The Commission has given consideration to the above 
comments, but has determined that it would not be in 
the public interest to incorporate any of them into the 
rule. In its view, the protections afforded by brokers’ 
transactions outweigh the limited benefits that might 
be gained from including the above exceptions in the 
rule. 


Portfolio Securities 


Paragraph (c) sets forth the standards for resale that 
will apply to the second type of securities covered by 
the rule (viz., restricted securities of issuers other 
than the debtor and any affiliate or successor thereof). 
The paragraph states essentially that a debtor, 
debtor-in-possession, court-appointed trustee or 
court-appointed receiver for the debtor shall not be 
deemed an underwriter with respect to resales of such 
securities provided three conditions are met: (1) the 
securities were owned by the debtor on the date a 
case concerning it was commenced under the 
Bankruptcy Act; (2) such resales are made in 
accordance with the various limitations contained in 
Rule 144, with the exception of the two-year holding 
period requirement; and (3) the resales are authorized 
by the court. 


The two-year holding period requirement of Rule 144 
has not been included in the rule in order to permit 
the liquidation of the debtor’s portfolio to proceed 
without undue difficulty and thereby expedite the 
bankruptcy proceedings. The lack of such a 
requirement, however, does not mean that a debtor, 
forseeing the onset of bankruptcy, may load his 
portfolio with “cheap stocks” for subsequent resale 
under the rule, thereby avoiding the Rule 144 holding 
period requirement. Attempted abuses of this nature 
will not be permitted, as indicated in paragraph (d) of 
the rule, which is discussed in the next section of this 
release. 


In response to some of the comments, paragraph (c) 
has been revised in certain respects to clarify its 
applicability. Thus, the paragraph now states that the 
rule will not be available for the resale of an affiliate’s 
securities held in the debtor’s portfolio, but it may be 
used by a debtor-in-possession or a court-appointed 
receiver to effect resales of portfolio securities. 
Finally, the paragraph has been amended to permit 
trustees under the Securities Investor Protection Act, 
as well as the Federal Deposit Insurance Corporation, 
to utilize the rule for resales of portfolio securities 
held by debtors whose assets are under their control. 


Cautionary Provision 


Paragraph (d) of the rule simply cautions persons who 
may wish to utilize the rule for plans or schemes 





designed to evade the registration provisions of the 
1933 Act that the rule will not be available for such 
purposes. Thus, even if such individuals comply with 
all of the technical requirements of Rule 148, the rule 
will not be available for activities of the type 
mentioned above. 


Non-Exclusive Rule Provision 


As previously indicated herein, the final paragraph of 
the rule (i.e., paragraph (e) restates the Commission’s 
position that Rule 148 is not the exclusive means for 
reselling bankruptcy-related securities and that it does 
not effect the availability of any exemption for resales 
under the 1933 Act that a person may be able to rely 
upon. 


RELATED AMENDMENTS TO FORMS 


In connection with the public information requirement 
set forth in paragraph (b)(2) of the rule, the 
Commission has adopted certain amendments to 
Forms 8-K, 10-Q and 10-K. The amendments are 
intended to provide information about the bankruptcy 
proceedings in which the debtor has been involved 
and to provide a ready source for determining whether 
the issuer of the securities being resold under Rule 


148 is in compliance with the public information 
requirement of paragraph (b)(2). 


Form 8-K 


The Commission has amended Items 3 and 6 of Form 
8-K relating to bankruptcy proceedings. Heretofore, 
Item 3 has required only that information about such 
proceedings be filed with the Commission when they 
are commenced. It is the Commission’s view, 
however, that information about bankruptcy proceed- 
ings also should be furnished after they have been 
completed for all practical purposes. Thus, the 
Commission has added a new Item 3(b) to Form 8-K 
which requires that the following information be 
furnished within 15 days after an order confirming a 
plan of reorganization, arrangement or liquidation has 
been entered: (1) the identity of the court or 
governmental authority which entered the order; (2) 
the date the order was entered; (3) a fair 
summarization of the material features of the plan; (4) 
the number of shares or other units of the debtor or 
its successor issued and outstanding, the number 
reserved for future issuance under the plan, and the 
aggregate total of such numbers; and (5) information 
as to the assets and liabilities of the debtor as of the 
date the order confirming the plan was entered, or a 
date as close thereto as possible. 


Two significant changes were made to Item 3(b) from 
the proposed version in response to the public 
comments. The first involved various revisions 
throughout the item designed to make it clear that the 
entry of an order confirming a plan (as opposed to the 
finalization of such an order after the period for appeal 
has expired) will trigger the filing requirement of Item 
3(b). This change will resolve any doubt as to which 
event will require the filing of the 3(b) information, 
while at the same time assure that information about 
a plan will be in the public domain as soon as 
possible. Of course, if an appeal of an order 
confirming a plan is taken by an interested party and 
the order does not become final as originally 
scheduled, subsequent 8-Ks can be filed to disclose 
this fact as well as any other relevant information. 


The second significant change involves a revision to 
paragraph (4) of the item, which provides information 
about the base upon which the volume limitation of 
Rule 148 will be computed. The revision to this item is 
intended to correspond to the change made in 
paragraph (b)(1) of the rule to the base figure. 


The Commission also has amended Item 6(b) of Form 
8-K relating to the exhibits that must be filed with the 
form. As revised, the item will require an issuer to 
attach to the 8-K copies of any plan described in Item 
3(b), as well as copies of the order confirming the 
plan. 


In connection with the above-described amendments 
to Form 8-K, it should be noted that paragraph 
(b)(2)(i) of Rule 148 states that the information 
specified in Item 3(b) of 8-K must be filed with the 
Commission before any offers or sales of securities of 
reporting companies can be made in reliance upon the 
rule. 


Forms 10Q and 10-K 


As previously indicated, the Commission has revised 
paragraph (b)(2)(i) of Rule 148 to permit sellers of 
securities to rely on a statement in the issuer’s most 
recent 1934 Act report concerning the issuer’s 
compliance with the informational requirements of the 
rule. To implement this change fully, it has become 
necessary to amend the front cover pages of Forms 
10-Q and 10-K so that such a statement may be made 
there by issuers. The statement is similar to one 
already required to be made for rule 144 information 
purposes. However, the statement for Rule 148 
purposes need be provided only for the five-year 
period following the termination of the issuer’s 
involvement in bankruptcy proceedings. The reason is 
that it is unlikely many persons would be utilizing 
Rule 148 for the resale of an issuer’s securities after 
the five-year period has elapsed, and no_ useful 
purpose would be served by requiring an issuer to 
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continue ‘making the requisite statement for an 
indefinite period. 


TEXT OF RULE 148 


Part 230 of Chapter Il of Title 17 of the Code of 
Federal Regulations is amended by adding a new 
§230.148 to read as follows: 


§230.148 Persons deemed not to be underwriters of 
securities issued or sold in connection with 
bankruptcy proceedings. 


Preliminary Note 


Rule 148 relates to two categories of securities: (1) 
securities which were issued in bankruptcy 
proceedings by a debtor or its successor; and (2) 
securities which were in the debtor’s portfolio either 
at the time proceedings were commenced under the 
Bankruptcy Act or the Securities Investor Protection 
Act, or at the time the Federal Deposit Insurance 
Corporation (“FDIC”) was appointed as a receiver for 
the debtor’s assets. Its purpose is to establish 
standards which, if met, will enable the holder of such 
securities to sell them without registration under the 
Securities Act of 1933 and without being deemed an 
underwriter under Section 2(11) of the Act. The 
standards set forth in the rule are intended to provide 
some degree of assurance that there will be current 
information about the issuer available in the 
marketplace at the time the securities are sold and 
that the trading market for such securities will not be 
disrupted by such sales. 


(a) Definitions. The following definitions shall apply 
for the purposes of this rule: 


(1) The term “Bankruptcy Act” means the federal 
Bankruptcy Act. 


(2) The term “debtor” means a person or entity 
concerning which a case has been commenced under 
either the Bankruptcy Act or the Securities Investor 
Protection Act, as well as an entity over which the 
FDIC has been appointed as a receiver. 


(3) The term ‘“‘plan” means a plan for the payment of 
debts and other claims filed pursuant to the 
Bankruptcy Act and confirmed by the bankruptcy 
court. 


(4) The term “securities issued under a plan” shall 
include securities issued by the debtor or any 
successor thereof under a plan, as well as securities 
issued upon the exercise of any right to convert or 
exchange securities issued under a plan. 
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(5) The term “restricted securities” means securities 
acquired directly or indirectly from the issuer thereof, 


or from an affiliate of such issuer, in a transaction or’ 


chain of transactions not involving any public offering 
or from the issuer in a transaction in reliance on Rule 
240 (§230.240) under the Securities Act or which were 
issued by an issuer in a transaction in reliance on 
Rule 240 (§230.240) and were acquired in a transaction 
or chain of transactions not involving any public 
offering. 


(6) An “affiliate” of the debtor is a person or entity 
that directly, or indirectly through one or more 
intermediaries, controls, or is controlled by, or is 
under common control with, such debtor. 


(b) Securities issued under a plan. A person or entity 
who acquires securities issued under a plan in a 
transaction exempt from the registration requirements 
of the Securities Act of 1933 shall not be deemed an 
underwriter within the meaning of Section 2(11) of the 
Act with respect to resales of such securities if all of 
the following conditions are met: 


(1) Volume limitation. The amount of securities sold 
for the account of such person or entity during any 
six-month period shall not exceed one percent of the 
sum of the number of shares or other units of the 
class issued and outstanding and the number of 
shares or units of the class reserved for future 
issuance in respect of claims and interests filed and 
allowed under the plan, a shown by the most recent 
report or statement published by the issuer. For the 
purpose of determining the limitation on the amount 
of securities sold, all securities of the same class sold 
under this rule by persons or entities acting in concert 
shall be aggregated. 


(2) Current public information. The issuer of the 
securities shall make available to the public current 
information about itself and its activities. Such 
information shall be be deemed available only if either 
of the following conditions is met: 


(i) Filing of reports. The issuer is subject to the 
registration requirements of Section 12 of the 
Securities Exchange Act of 1934 and/or the periodic 
reporting requirements of Sections 13 or 15(d) of the 
Exchange Act and has filed all documents and reports 
required by those sections to be filed subsequent to 
the distribution of securities under the plan. The 
person or entity for whose account the securities are 
to be sold shall be entitled to rely upon a written 
statement from the issuer or a statement in whichever 
is the most recent report filed by the issuer that such 
issuer has filed all documents and reports required to 
be filed by Sections 12, 13 or 15(d) of the Exchange 
Act subsequent to the distribution of securities under 
the plan, unless such a person or entity has reason to 


= 





believe that the issuer has not complied with such 
requirements. In no event, however, shall any offers or 
sales of the issuer’s securities be made in reliance 
upon this rule unless the information specified in Item 
3(b) of Form 8-K (§249.308) has been filed by the 
debtor with the Commission. 


(ii)) Other public information. The issuer is not 
subject to the registration and reporting requirements 
of Sections 12, 13 or 15(d), but there is publicly 
available the information concerning the issuer 
specified in clauses (1) to (14), inclusive, and clause 
(16) of paragraph (a)(4) of Rule 15c2-11 (§240.15c2-11) 
under the Exchange Act. 


(3) Manner of sale. The securities shall be sold in 
brokers’ transactions within the meaning of Section 
4(4) of the Securities Act and the person selling the 
securities shall not (i) solicit or arrange for the 
solicitation of orders to buy the securities in 
anticipation of or in connection with such transaction, 
or (ii) make any payment in connection with the offer 
or sale of the securities to any person other than the 
broker who executes the order to sell the securities. 
For the purposes of this rule, the term “brokers’ 
transactions” shall be deemed to include transactions 
of the type described in Rule 144(g) (§230.144(g)) 
under the Securities Act. 


(c) Securities held in the debtor’s portfolio. A debtor, 
debtor-in-possession, court-appointed trustee or 
court-appointed receiver for the debtor shall not be 
deemed an underwriter with respect to resales of 
restricted securities of an issuer other than the debtor 
or any affiliate or successor thereof, provided that: 


(1) Such securities were owned by the debtor either on 
the date a case concerning it was commenced under 
the Bankruptcy Act or the Securities Investor 
Protection Act, oi on the date the FDIC was appointed 
as a receiver for the debtor’s assets; 


(2) Such resales are made in accordance with the 
provisions of paragraphs (c), (e), (f) and (g) of Rule 
144 (§230.144) under the Securities Act; and 


(3) Such resales are authorized by the court, except 
that this condition shall not apply to resales made by 
the FDIC in its capacity as a receiver for the debtor’s 
assets. 


(d) Limited availability. This rule shall not be available 
to any person or entity with respect to any transaction 
which, although in technical compliance with the 
provisions of the rule, is a step in the consummation 
of a plan or scheme to evade the registration 


requirements applicable to the distribution or 
redistribution of securities to the public. 


(e) Non-exclusive rule. Although this rule provides a 
means for reselling bankruptcy-related securities 
without registration under the Securities Act, it is not 
the exclusive means for reselling such securities in 
that manner. Therefore, it does not eliminate or 
otherwise affect the availability of any exemption for 
resales under the Securities Act that a person or entity 
may be able to rely upon. [Secs. 2(11), 4(1), 4(4), 
19(a), 48 Stat. 74, 77, 85; secs. 201, 203, 209, 210, 48 
Stat. 905, 906, 908; secs. 1-4, 6, 68 Stat. 683, 684; 
sec. 12, 78 Stat. 580; 15 U.S.C. 77b(11), 77d(1), 
77d(4), 77s(a).] 


TEXT OF AMENDMENTS TO FORMS 


|. Items 3 and 6 of Form 8-K are revised to read as 
follows: §249.308 Form 8-K, current reports. 


+. * * . 


Item 3. Bankruptcy or Receivership 
(a) [no change] 


(b) If an order confirming a plan of reorganization, 
arrangement or liquidation has been entered by a 
court or governmental authority having supervision or 
jurisdiction over substantially all of the assets or 
business of the registrant or its parent, furnish the 
following: 


(1) the identity of the court or governmental authority; 


(2) the date the order confirming the plan was entered 
by the court or governmental authority; 


(3) a fair summarization of the material features of the 
plan and, pursuant to Item 6 of this form relating to 
exhibits, a copy of the plan as confirmed; 


(4) the number of shares or other units of the 
registrant or its parent issued and outstanding, the 
number reserved for future issuance in respect of 
claims and interests filed and allowed under the plan, 
and the aggregate total of such numbers; and 


(5) information as to the assets and liabilities of the 
registrant or its parent as of the date the order 
confirming the plan was entered, or a date as close 
thereto as practicable. Such information may be 
presented in the form in which it was furnished to the 
court or governmental authority. 


* * * 


Item 6. Financial Statements and Exhibits 
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(a) [no change] 


(b) Exhibits. Subject to the rules as to incorporation 
by reference, the following documents shall be filed 
as exhibits to this report: 


1. [no change] 


2. [no change] 


3. Copies of any plan of reorganization, arrangement 
or liquidation described in Item 3(b) and the order 
confirming the plan. 


ll. The front cover page of Form 10-Q is revised to 
read as follows: 


§249.308a Form 10-Q, for quarterly reports under 


Section 13 or 15(d) of the Securities Exchange Act of 
1934. 


[The following is to be inserted at the botton of the 
front cover page, immediately above the phrase 
“APPLICABLE ONLY TO CORPORATE ISSUERS.”] 


lf the registrant has been involved in bankruptcy 
proceedings during the preceding five years, indicated 
by check mark whether it has filed all documents and 
reports required to be filed by Sections 12, 13 or 15(d) 
of the Securities Exchange Act of 1934 subsequent to 
the distribution of securities under a plan confirmed 


by a court. 


Yes No 


lll. The front cover page of Form 10-K is revised to 
read as follows: 


§249.310 Form 10-K, annual report pursuant to 


Section 13 or 15(d) of the Securities Exchange Act of 
1934. 


[The following is to be inserted at the botton of the 
front cover page, immediately above the phrase 
“APPLICABLE ONLY TO CORPORATE ISSUERS.”] 


lf the registrant has been involved in bankruptcy 
proceedings during the preceding five years, indicate 
by check mark whether it has filed all documents and 
reports required to be filed by Sections 12, 13 or 15(d) 
of the Securities Exchange Act of 1934 subsequent to 
the distribution of securities under a plan confirmed 
by a court. 


Yes No 
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[Secs. 13, 15(d), 23(a), 48 Stat. 894, 895, 901; sec 
203(a), 49 Stat. 704; secs. 3, 8, 49 Stat. 1377, 1379; 
secs. 4, 6, 78 Stat. 569, 570-574; sec. 2, 82 Stat. 454; 
secs. 1, 2, 84 Stat. 1479; secs. 10, 18, 89 Stat. 119, 
155; sec. 308(b), 90 Stat. 47; 15 U.S.C. 78m, 780(d), 
78w(a).] 


AUTHORITY 


Rule 148 has been adopted by the Commission 
pursuant to the Securities Act of 1933, particularly 
Sections 2(11), 4(1), 4(4), and 19(a) thereof. Items 3 
and 6 of Form 8-K and the front cover pages of Forms 
10-Q and 10-K have been amended pursuant to the 
Securities Exchange Act of 1934, particularly Sections 
13, 15(d) and 23(a) thereof. 


OPERATION OF THE RULE AND FORMS AMEND- 
MENTS 


Rule 148 and the amendments to Forms 8-K, 10-Q and 
10-K described herein will become effective on May 1, 
1978. The rule will operate prospectively only and will 
not be available for transactions which take place 
prior to its effective date. Further, the staff will issue 
interpretative letters to assist persons in complying 
with the rule, but will consider requests for 
“no-action” letters only on an infrequent basis and in 
the most compelling circumstances. 


Finally, because the revisions to Rule 148 and Form 
8-K generally represent a relaxation or clarification of 
provisions previously published for comment pursuant 
to the Administrative Procedure Act [5 U.S.C. 533], 
the Commission believes that none of them need to 
be republished for comment under the Act. 


Further, the Commission is of the view that the 
amendments to the front cover pages of forms 10-Q 
and 10-K need not be published for comment under 
the Act, since they do not impose a new substantive 


burden on issuers. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 14599/ March 24, 1978 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY NEW YORK STOCK 
EXCHANGE, INC. 


File No. SR-NYSE-78-15 


The New York Stock Exchange, Inc. (‘‘NYSE’’) 
submitted on March 13, 1978, a proposed rule change 
under Rule 19b-4 which the NYSE characterizes as an 
interpretation respecting recent amendments to 
NYSE Rules 390 (market responsibility rule), 395 
(off-board trading in rights) and 396 (off-board trading 
in. bonds). The NYSE submission consists of an 
informational memorandum to members which sets 
forth the amended provisions and explains the effects 
thereof. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days 
of the filing of such proposed rule change, the 
Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 20, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No.. SR-NYSE-78-15. 





1The Commission’s amendment of Rule 19c-1 [17 CFR 
240.19c-1] under the Act became effective on March 1, 
1978, and necessitated revision of the above-men- 
tioned NYSE Rules. See Securities Exchange Act 
Release No. 14325 (December 30, 1977) (43 FR 1327 
(January 9, 1978)) for further information regarding 
amended Rule 19c-1. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14600/ March 24, 1978 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 


(SR-MSRB-78-3) 
(SR-MSRB-78-4) 


ORDER APPROVING PROPOSED RULE CHANGES 


On January 9, 1978, the Municipal Securities Rule- 
making Board (the ‘“MSRB”) filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) 
(the “Act”) and Rule 19b-4 thereunder, copies of 
proposed rule changes. The proposed rule changes 
alter the interdealer confirmation and delivery 
requirements of MSRB rule G-12 and the customer 
confirmation requirements of MSRB rule G-15. In 
particular, the proposed rule changes require that the 
contra party (in interdealer transactions) or the 
customer be informed when municipal securities are 
priced to premium call or to par option, and that 
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brokers, dealers, and municipal securities dealers, 
when calculating the dollar price of municipal 
securities sold on a yield basis, give effect to all calls 

in order to assure the purchaser of the lowest 
price. The proposed rule changes also provide that the 
delivery of a certificate for a municipal security which 
is registered in the name of a guardian constitutes 
good delivery under MSRB rule G-12. 


Notice of the proposed rule changes together with the 
terms of substance of the proposed rule changes was 
given by publication of Commission releases 
(Securities Exchange Act Release No. 14456 (Feb. 10, 
1978)) and by publication in the Federal Register (43 
FR 7077 and 43 FR 7078 (1978)). No comments with 
respect to the proposed rule changes were received by 
the Commission. 


The Commission finds that the proposed rule changes 
are consistent with the requirements of the Act and 
the rules and regulations thereunder applicable to the 
MSRB and in particular, the requirements of Section 
15B and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14601/ March 24, 1978 


Administrative Proceeding File No. 3-5397 





1We understand that these proposed rule changes are 
not designed to require that the calculation of the 
dollar price of municipal securities sold on a yield 
basis include the effect of catastrophe calls. This 
exclusion is not evident from the text of the 
proposed rule changes. We would expect that the 
MSRB would amend these rules to clarify the status 
of catastrophe calls. 
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In the Matter of 


LOUISIANA AND SOUTHERN LIFE INSURANCE 
COMPANY 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until April 11, 1978 
to request a hearing on an application by Louisiana 
and Southern Life Insurance Company (“Applicant”), 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934, for an order exempting Applicant from 
the provisions of Section 15(d) of that Act. 


The Applicant, which became a wholly-owned 
subsidiary of charter Insurance Group, Inc. on 
October 3, 1977, no longer has any publicly held 
securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14602/ March 24, 1978 


Administrative Proceeding File No. 3-5369 


In the Matter of 


COUNTRY KITCHEN INTERNATIONAL, INC. 


File No. 81-305 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Country Kitchen 
International, Inc. (the “Applicant’’) pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
as amended (the “1934 Act”), for an exemption from 
the obligation pursuant to Section 15(d) of the 1934 
Act to file an annual report on Form 10-K for the fiscal 
year ended December 31, 1977. 


Since the Applicant has become a wholly-owned 
subsidiary of Carlson Companies, Inc. as the result of 
a merger, it appeared to the Commission that granting 





the requested exemption would not be inconsistent 
with the public interest or the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14603/ March 24, 1978 


Administrative Proceeding File No. 3-5386 


In the Matter of 


MARRIOTT CONDOMINIUM DEVELOPMENT COR- 
PORATION 


CAMELBACK INN ASSOCIATES 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


An order has been issued granting the appication of 
the Marriott Condominium Development Corporation 
and the Camelback Inn Associates for an exemption, 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934, (the “Act”) from filing the quarterly 
financial information contained in Part | of Form 10-Q 
as required by Section 15(d) of the Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14604/ March 24, 1978 


Administrative Proceeding File No. 3-5376 


In the Matter of 


CALIFORNIA FINANCIAL CORPORATION 

(81-301) 

ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of California 


Financial Corporation, for an exemption from the 
reporting requirements of Sections 13 and 15(d) of the 
Securities Exchange Act of 1934. It appears to the 
Commission that the requested exemption is not 
inconsistent with the public interest or the protection 
of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14605/ March 24, 1978 


Administrative Proceeding File No. 3-5402 


In the Matter of 


UNION FIDELITY CORPORATION 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until! April 17, 1978 
to request a hearing on an application by Union 
Fidelity Corporation (the “Applicant”) pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
as amended (the “1934 Act”), for an order exempting 
the Applicant from the provisions of Sections 13 and 
15(d) of the 1934 Act. 


On February 3, 1978, the Applicant became a 
wholly-owned subsidiary of Filmways, Inc., and there 
is no trading in Applicant’s securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14606/ March 24, 1978 


In the Matter of Petitions by: 


BUNKER RAMO 


GTE INFORMATION SYSTEMS INCORPORATED 


For a Stay of a Limitation of Access to Services 
Provided by a Registered Securities Information 
Processor 
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ORDER GRANTING A TEMPORARY STAY OF 
ACTION BY THE OPTIONS PRICE REPORTING 
AUTHORITY TO LIMIT ACCESS TO SERVICES 


By letter dated March 17, 1978, Bunker Ramo 
requested that the Commission “act to stay” an action 
by the Options Price Reporting Authority (“OPRA”) to 
discontinue a service by which OPRA retransmits last 
sale reports of options transactions to vendors which 
receive options last sale reports from OPRA. By 
letter dated March 23, 1978, 2 GTE Information 
Systems Incorporated (“GTE”) also requests that 
OPRA be stayed from discontinuing the retransmission 
service. GTE also requests that OPRA be stayed from 
terminating its provision to GTE of a communications 
circuit from the Securities Industry Automation 
Corporation (“SIAC”) to GTE. Bunker Ramo and GTE 
are both vendors of services which, for purposes fo 
the instant matter, provided information concerning 
options last sale transaction reports to the financial 
community. 


OPRA is a designated committee comprised of 
representatives of the American Stock Exchange, 
Incorporated, the Chicago Board Options Exchange, 
Incorporated, the Pacific Stock Exchange, Incorpor- 
ated, the Philadelphia Stock Exchange, Inc., and the 
Midwest Stock Exchange, Incorporated. All actions 
taken by the above exchanges for purposes of 
implementing and administering the Plan for 
Reporting of Options Last Sale Price Information 3 
are taken in the name of OPRA, ._ through which the 
exchanges administer the Plan, including prescribing 
the forms and contracts to be entered into with 
vendors and subscribers and determining the level of 
fees to be paid by subscribers. OPRA utilizes SIAC 





lLetter from Murray Sumner of the Bunker Ramo 
Information Systems Division to Sheldon Rappaport, 
Deputy Director of the Division of Market Regulation. 


2Letter from Allen R. Frischkorn, Jr., Attorney for 
GTE to George A. Fitzsimmons, Secretary. 


This plan was declared effective by the Commission 
pursuant to Rule 9b-1 under the Securities Exchange 
Act of 1934 and is now incorporated in the Form SIP 
registration statement filed by OPRA as an exclusive 
securities information processor pursuant to Rule 
11Ab2-1 under that Act. 


4Pian for Reporting of Options Last Sale Price 
Information, Article !I(b). 
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as the exclusive physical processor of the options 
information which is disseminated by OPRA on behalf 


of the participant exchanges. As a result of its role in “& 


administering and coordinating the dissemination of 
options price information. OPRA is an exclusive 
securities information processor registered with the 
Commission under Section 11A(b) of the Securities 
Exchange Act of 1934 (the “Act”). 


Shortly after its formation, OPRA entered into 
identical agreements with various vendors of 
securities information, including GTE and Bunker 
Ramo, providing for the transmission of options last 
sale reports and other information from each of 
OPRA’s participant exchanges to the vendors. Under 
these agreements, last sale reports were furnished to 
vendors without charge, and OPRA agreed to assume 
each vendor’s line costs within a 100 mile radius of 
New York City. 5 These agreements were terminable 
by either party upon 30 days’ written notice. 


In late 1976, OPRA decided to develop the capability 
for a single consolidated high speed transmission of 
options last sale reports from a central processor to 
each vendor. OPRA has stated that this decision was 
made in order to limit the number and standarize the 
format of inputs that vendors must process, to assure 
common and accurate time sequencing of reports 
disseminated to all vendors, and to provide the 
expanded capability needed to process the hasta) | 
volume of options transactions in a timely manner. 
For this purpose, OPRA, on the basis of competitive 
bids, selected SIAC to develop the necessary data 
processing system and to serve as OPRA’s exclusive 
processor. At the same time, OPRA determined that 
the costs of the central processor in operating the 
system would be passed on to vendors, new services 
and others having access to the high speed 
transmission, in the form of an access charge, and 
that OPRA would no longer pay the vendors’ line 
costs from the central processor to each vendor.” 





Sit is pursuant to this agreement that OPRA has 
continued to this date to pay for the communications 
circuit by which information from OPRA’s designated 
processor is transmitted to GTE. 


SLetter dated February 2, 1978, from Michael L. Meyer 
of Schiff Hardin & Waite, counsel to OPRA, to Roger 


Blanc, Chief Counsel 
Regulation. 


of the Division of Market 


7Each exchange would, however, continue to collect 
transaction reports and transmit them to the 
processor at Its own expense. 


~ 


a> 





To impiement these and other changes in the vendor 
agreements, OPRA met with vendors during the fall of 
1977 for the purpose of notifying each vendor that the 
existing agreements would be terminated in 
accordance with their terms, and, in September, 1977, 
OPRA sent a proposed draft of a new vendor 
agreement to each vendor. After making certain 
changes in response to comments received from the 
vendors, OPRA submitted a -evised agreement to each 
of the vendors for execution ° The revised agreement 
provides, inter alia, that each vendor shall be 
responsible for its own line costs to SIAC and that 
each vendor shall pay an access charge, presently set 
at $500 per month, representing the amount which 
OPRA has calculated is each vendor’s proportionate 
share of the costs of operating the high speed 
consolidated reporting system. 


By letter dated November 10, 1977, OPRA notified 
each vendor that the then existing vendor agreement 
“would be terminated as of the date upon which the 
new consolidated high speed line would become 
available at SIAC, which date was more than 30 days 
after the date of the letter. 


In a letter dated December 15, 1977 GTE requested 
that the Commission stay, pursuant to Section 
11A(b)(5)(A) of the Act, the proposed termination of 
the May 22, 1975 OPRA-vendor agreement (“1975 
Agreement”) and “inform OPRA that it may not 
impose access or other new charges on the vendors.”19 
Bunker Ramo made a similar request by a letter 
dated December 22, 1977. Although the 1975 
Agreement was terminated by OPRA, OPRA did not 
discontinue supplying options last sale information to 
those vendors which did not sign th proposed vendor 
agreement. 11 By letter dated December 22, 1977 to 





8Letters dated November 10, 1977, from OPRA to GTE 
and Bunker Ramo. Those letters reflect changes in the 
proposed agreement from earlier draft versions of the 
agreement. 


8This notification was given by OPRA pursuant to 
Section 16 of the prior vendor agreement. The high 
speed line became operational on February 8, 1978. 


10Letter dated December 15, 1977, from Allen 
Frischkorn, counsel for GTE, to George A. 
Fitzsimmons. 


11Bunker Ramo agreed to handle information in 
accordance with the 1975 Agreement, but did not 
agree that any revised vendor agreement entered into 
by it would be effective retroactively. Rather, that 
question was itself left for future negotiation between 
Bunker Ramo and OPRA. 


GTE, OPRA stated that “in order that GTE may 
continue to receive options last sale information from 
OPRA over the consolidated high speed line, it is 
agreed that such information received by you will be 
handled in accordance with the terms and conditions 
of the 1975 Agreement, provided that in the event a 
revised Vendor Agreement is executed by you, it shall 
be effective retroactively as of the date of the 
commencement of the high speed SIAC transmis- 
sion.” GTE agreed to this interim solution. 1 

Since any action by the Commission prior to the end 
of the negotiations may have been rendered moot by 
an amicable settlement between the parties, the 


_requests. for Commission action have been held in 


abeyance pending the outcome of the contractual 
negotiations between OPRA and the two vendors. 
OPRA has confirmed to the Commission that it would 
“continue to provide options transactions data to GTE 
and Bunker Ramo on an interim basis during the 
period of negotiations.” 


The current requests by Bunker Ramo and GTE for a 
stay of OPRA’s action center on whether the 
retransmission of data previously transmitted by SIAC 
is a separate service 14 from the initial transmission 





12Letter dated December 30, 1977, from Allen R. 
Frischkorn, Counsel for GTE to Roger Blanc, Chief 
Counsel of the Division of Market Regulation. 


131 etter dated February 2, 1978, at 10 from Michael L. 
Meyer of Schiff Hardin & Waite, Counsel to OPRA, to 
Roger Blanc, Chief Counsel of the Division of Market 
Regulation. We understand that Bunker Ramo and 
GTE are the only parties which have not entered into a 
new vendor agreement with OPRA. 


14The retransmission feature enables a vendor which 
receives information via the high speed line to identify 
and recapture messages which have been lost or 
garbled in the original transmission from SIAC. Thus, 
when a vendor’s own software detects the fact that 
messages have been lost in transmission, either 
through interference on the communications circuit, 
or a breakdown of SIAC’s or the vendor’s computer or 
transmission facilities, the vendor telephones or 
teletypes SIAC and requests retransmission of the 
lost data. SIAC then retrieves that data, identifies it as 
a retransmission, and retransmits the message to all 
vendors. (All options information transmitted by SIAC 
on behalf of OPRA is broadcast to all vendor 
recipients, thus the retransmission identifier is 
necessary to alert vendors which received the initial , 
transmission that the identified information would be 
duplicating the initial transmission.) 
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of that data. If retransmission is not considered to be 
a separate service, the terms upon which 
retransmission capability is provided would appear to 
be subject to OPRA’s representation that it would 
continue to provide options last sale reports while 
OPRA negotiates a new vendor agreement with 
Bunker Ramo and GTE. OPRA asserts that 
retransmission is an “additional feature, not 
previously available” and that provision of “this new 
feature entails additional costs” for OPRA. 15 OPRA 
also states that other vendors have agreed to pay for 
the retransmission feature through the access charge, 
although we note that this access charge is a charge 
levied upon such vendors for both the initial 
transmission and retransmission services as a 
package. 


Bunker Ramo and GTE contend that the “retransmis- 
sion capability is an integral part of the high speed 
data transmission facility and is provided expressly to 
enhance the reporting and dissemination of options 
last sale reports.” 16 Bunker Ramo also notes that 
“the discontinuance of this service jeopardizes the 
integrity of the data disseminated to subscribers in 
that reports which cannot be retrieved because of this 
action may involve as few as one report or as many 
reports as can be made over an extended and 
unlimited time period, clearly numbering in the 
thousands of reports.” Finally, Bnker Ramo notes in 
its letter that “in connection with each of the 
Consolidated Transaction Reporting system, the New 
York Stock Exchanges’s high speed quotations lines, 
and OPRA, the retransmission capability is 
incorporated and recognized by all responsible parties 
as the mechanism which permits vendors and others 
to maintain accuracy of the data contents.” 17 


GTE also states in its letter of March 23, 1978, that it 
“has been informally advised by OPRA of OPRA’s 
intention to discontinue, on April 1, 1978, the 
communications circuit between the central processor 





15Letters from Joseph Corrigan, OPRA Administrator, 
to Bunker Ramo and GTE dated March 10, 1978. 


16Bunker Ramo letter dated March 17, 1978, at 2. An 
assertion to the same effect is made by GTE in its 
letter dated March 23, 1978, at 2. 


17Bunker Ramo letter dated March 17, 1978, at 2. GTE 
concurs in its letter dated March 23, 1978, by noting 
that “a transmission feature is a standard feature of 
high speed transmissions and cannot be practicably 
separated from such services.” 
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and GTE.” GTE, in addition to requesting a stay of the 
termination of the retransmission feature, requests 
that the Commission stay termination of this 
communications circuit. Bunker Ramo has limited its 
request for a stay to the discontinuance of the 
retransmission service for last sale reports. 


Commission Determinations 


The Commission’s registration of OPRA as an 
exclusive securities information processor was based 
upon its finding that OPRA had the capacity to be able 
to assure the prompt, accurate, and reliable 
performance of its functions as a securities 
information processor, comply with the provisions of 
the Act and the rules and regulations thereunder, carry 
out its functions in a manner consistent with the 
purposes of Section 11A(b) of the Act, and operate 
fairly and efficiently. The Commission made such 
findings and granted OPRA’s registration by order 
dated January 22, 1976.18 Section 11A(b)(5)(A) 
provides the Commission with authority on its own 
motion, or upon application by an aggrieved person, to 
review any prohibition or limitation of access to 
services provided by a registered securities information 
processor. 


Pursuant to Section 11A(b)(5)(A) of the Act, the 
Commission may summarily, or after notice and 
opportunity for hearing, stay a prohibition or 
limitation in respect of access to services offered by a 
registered securities information processor. The 
express language of Section 11A(b)(5)(A) confers 
broad discretion upon the Commission to issue a stay 
for the purpose of preserving the status quo between 
the securities information processor and the aggrieved 
party until the Commission has the opportunity to 
decide the merits of the dispute between these 
parties. 





18Securities Exchange Act Release No. 34-12035; 41 
F.R. 4372 (January 29, 1976). 


19Section 11A(b)(5)(A) provides that “any prohibition 
or limitation on access to services with respect to 
which a registered securities information processor is 
required by this paragraph to file notice shall be 
subject to review by the Commission on its own 
motion, or upon application by any person aggrieved 
thereby filed within thirty days after such notice has 
been filed with the Commission and received by such 
aggrieved person, or within such longer period as the 
Commission may determine.” 





1 


) 


The Commission has determined that a stay is 
appropriate to preserve the status quo between GTE 
and Bunker Ramo and OPRA. As discussed above, the 
Commission registered OPRA on the basis that its 
rules and regulations, as set forth in the Plan for 
Reporting of Option Last Sale Information and filed 
with the Commission in Form SIP, were consistent 
with the purposes of the Act, and, in particular, the 
standards set forth in Section 11A(b). GTE and Bunker 
Ramo have raised serious questions about whether 
OPRA is continuing to operate in a manner consistent 
with the standards of Section 11A(b)—in particular, 
whether OPRA is acting unfairly and unreasonably in 
proposing to deny GTE and Bunker Ramo access to 
its retransmission service. We believe that the 
questions of whether the retransmission § service 
currently provided to GTE and Bunker Ramo is being 
terminated fairly merit careful attention by the 
Commission, and that the status quo should be 
maintained until the Commission has the opportunity 
to consider the views of all interested parties. 


While the Commission has broad discretion to grant 
or deny a stay under the express language in Section 
11A(b)(5)(A) of the Act, the Commission also has 
determined that the traditional criteria for an equitable 
stay are met in this instance. In deciding whether or 
not to issue stays, courts have traditionally applied 
four criteria: 


1. Has the petitioner shown that without a Stay, it 
will be irreparably injured? 


2. Would the issuance of a stay be likely to serve the 
public interest? 


3. Would the issuance of a stay substantially harm 
other parties interested in the proceedings? 


4. Has the petitioner made a strong showing that it 
is likely to prevail on the merits of its application? 


The Commission has determined upon an _ initial 
review of the facts alleged that there is a substantial 
likelihood of irreparable injury to petitioners Bunker 
Ramo and GTE if OPRA is permitted to terminate the 
retransmission service.Petitioners would be unable to 
continue in “good faith” to provide their customers 
with securities information in that, without their 
ability to obtain last sale information which may be 
lost during initial transmissions, petitioners would be 
unable to maintain an accurate data base and would 
be unable to provide their customers with a reliable 





20virginia Petroleum Jobbers Ass’n. v. FPC, 259 F. 
2d 921, 925 (1958). 


information retrieval system. In addition, petitioners 
would be severely disadvantaged in competing with 
other vendors of securities information which provide 
options last sale reports and which receive the 
retransmission service. “<' Thus, petitioners could be 
forced out of this line of business during the 
pendency of contractual negotiations, an injury which 
cannot be adequately compensated should the 
petitioners ultimately decide to bring a civil action 
against OPRA for damages because the long term 
effect—the damage to petitioners’ reputation in the 
financial community as vendors of reliable securities 
information—cannot be adequately measured. Fur- 
ther, because OPRA is the exclusive processor of the 
information which Bunker Ramo and GTE require, 
there is no alternative source other than retrans- 
mission of lost data which would enable petitioners to 
complete and maintain an accurate data base. 


We have also determined that the proposed 
discontinuance of the retransmission service poses a 
particular danger of irreparable injury to public 
investors and members of the securities industry who 
utilize GTE or Bunker Ramo as a source of options 
last sale reports. ““ This danger would arise if Bunker 
Ramo and GTE continue to provide their options last 
sale report service, since the information which they 
would be distributing to the public would not in all 
cases represent accurate last sale options price 
information. We believe such a situation would be 
untenable in light of the public necessity for accurate 
and reliable transaction information concerning 





210ur concern as to the fairness of OPRA’s action in 
proposing to terminate the retransmission service is 
accentuated by the fact that all other vendors which 
have executed a revised Vendor’s Agreement with 
OPRA apparently receive the retransmission service as 
part of an overall package which includes both the 
initial transmission and retransmission. Thus, while 
OPRA contends that retransmission is a new service 
which was not previously offered, it appears that 
retransmission was not necessary previously when 
low speed transmission was utilized by OPRA and 
was adopted not as a segregable new service, but as a 
service which is a necessary adjunct to high speed 
transmission. 


22We recognize that investors and broker-dealers may 
choose to utilize other vendors which have the 
retransmission capability, but it is not apparent that 
current subscribers of GTE or Bunker Ramo could 
make alternative arrangements on short notice, in 
which case they temporarily would be without 
accurate options last rule reports. 


SEC DOCKET/603 





options securities 23 and note that the deliberate or 
known dissemination of inaccurate information, by 
either vendor or their customers, could involve 
potential violations of the Federal securities laws. The 
dilemma which GTE and Bunker Ramo face in being 
unable to provide accurate information is underscored 
by the fact that OPRA, in its termination notice, has 
not proposed any fee or charge which Bunker Ramo or 
GTE could pay solely for the retransmission service as 
a service segregable from the initial transmission 
service. 


It currently appears to the Commission that a stay in 
this instance would do no more than preserve the 
status quo with respect to the current negotiating 
posture of OPRA vis a vis petitioners Bunker Ramo 
and GTE. A stay of OPRA’s proposed discontinuance 
of its retransmission service would, in light of the 
pending negotiations, merely place Bunker Ramo and 
GTE in the same position as other vendors which are 
currently receiving options last sale price reports 
information from OPRA. That is, they would continue 
to receive both the initial transmission of such data 
and the retransmission of lost data for which other 
vendors are paying a single access fee; the fee which 
OPRA is currently negotiating with Bunker Ramo and 





23The importance of publicly available information 
concerning quotations and transactions in securities 
is recognized by Section 11A(a)(1)(C)(iii) of the Act 
which states that “[i]t is in the public interest and 
appropriate for the protection of investors and the 
maintenance of fair and orderly markets to assure— 


(iii) the availability to brokers, dealers, and investors 
of information with respect to quotations for and 
transactions in securities.” 


The legislative history of Section 11A(a) emphasizes 
Congress’ concern in this regard: 


In the securities markets, as in most other active 
markets, it is critical for those who trade to have 
access to accurate, up-to-the second information as 
to the prices at which transactions in particular 
securities are taking place (i.e., last sale reports) and 
prices at which other traders have expressed their 
willingness to buy or sell (i.e., quotations). For this 
reason, communications systems designed to provide 
automated dissemination of last sale and quotation 
information with respect to securities will form the 
heart of the national market system. 


Report of the Senate Comm. on Banking, Housing 
and Urban Affairs to Accompany S.249, S. Rep. No. 
75, 94th Cong. 1st Sess. 9 (1975). 
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GTE. 24 The services which Bunker Ramo and GTE 
will receive for the eventual negotiated fees wiil thus 
be equivalent to the services which they have agreed / 
to pay OPRA. Thus, OPRA, through its conclusion of 
negotiations with the two vendors, will be in the same 
position it would have been in if it discontinued the 
retransmission service as proposed. 


Finally, the Commission believes that petitioners have 
made a sufficient showing, for the limited purpose of 
whether or not a stay should be issued, as to the 
probability of prevailing on the merits of their 
applications. In deciding whether petitioners have 
made a sufficient showing on this fourth criterion, 
recent cases have not attempted to calculate the 
mathematical probability that petitioners will prevail 
on the merits. Rather, the courts have directed that a 
consideration of this fourth criterion “should be based 
on whether maintaining the ‘status quo’ is appropriate 
when a serious legal question is presented when little 
if any harm will befall other interested persons or the 
public and when denial of the order would inflict the 
irreparable injury on the movant.” 25 We believe that 
GTE and Bunker Ramo have presented a serious legal 
question as to whether OPRA’s prohibition or 
limitation of access to the retransmission service 
offered by it is consistent with the provisions of the 
Act which apply to registered securities information 
processors. As discussed above, we further believe 
that serious harm would not befall OPRA as a result 
of a stay, and that a denial of a stay would not be in 
the public interest and would be likely to inflict 
irreparable harm on GTE and Bunker Ramo. 


On the basis of the above, the Commission has 
determined, pursuant to its authority under Section 
11A(b)(5)(A) of the Act, that OPRA should hereby be 
stayed temporarily from discontinuing the service by 
which it currently permits GTE and Bunker Ramo to 
receive retransmissions of options last sale report 
information which previously has been transmitted to 





24as noted above, both Bunker Ramo and GTE 
initially requested that the Commission stay OPRA’s 
decision to terminate the 1975 Vendors Agreement. 
The Commission has not yet considered Bunker 
Ramo’s and GTE’s request for a stay because OPRA 
has represented that it would continue to provide 
options last sale reports to both vendors while it 
continues to negotiate with those vendors concerning 
the level of fees, if any, to be paid by those vendors 
for receipt from OPRA of options last sale reports. 
See note 13, supra. 


25washington Metropolitan Area Transit Commission 
v. Holiday Tours, Inc., 559 F. 2d 841 (1977). 





those parties. This stay order shall be effective for a 
_ period of 45 days or, with respect to either Bunker 
Ramo or GTE, until such party successfully 
negotiates a revised vendor agreement with OPRA, 
whichever shall occur earlier. During the pendency of 
this stay order, the Commission requests, as set forth 
below, that OPRA, GTE and Bunker Ramo submit 
written affidavits addressing whether this temporary 
Stay should be made permanent. 


With respect to GTE’s request for a stay of OPRA’s 
proposed termination of its communications circuit 
between SIAC (OPRA’s central processor) and GTE, 
we do not believe that a stay of the proposed 
termination would be appropriate at this time. GTE 
States in its letter of March 23, 1978, that it has been 
“informally advised” of OPRA’s intention to 
discontinue the communications circuit. 26 Until such 
time as GTE receives notice that OPRA will terminate 
this communications circuit, we believe it would be 
premature for us to consider staying an action which 
the potential aggrieved party has not established in 
fact will occur. Further, it is not apparent to us that 
the termination of this circuit presents any danger of 
irreparable harm to GTE or jeopardizes the public 
interest in the availability of accurate and reliable 
options last sale reports. GTE states that it currently 
has a back-up circuit between it and SIAC and we 
understand that such circuit could be utilized to 
receive transmissions from SIAC should the circuit 
which is “provided” by OPRA be discontinued. 27 if 
GTE believes that such termination, should it occur, 
is inconsistent with the requirements of the Act which 
govern the operation of registered securities 
information processors, it would be able to bring an 
action for «ay damages which it may incur as a result 
of such termination in the absence of a stay. As 
discussed above, the Commission has before it GTE’s 
initial request for a stay of the termination of the 1975 
Vendors Agreement, pursuant to which OPRA had 
been paying for communications circuits to vendors 
located within 100 miles of New York City. We 
understand that the only question which must be 





26Letter from GTE to George A. Fitzsimmons at 3. 


27We understand that the Communications circuit 
which is the subject of this dispute is provided on a 
contractual basis by a common carrier, and that in 
speaking of its provision by OPRA, it should be 
understood that the current contracting party for the 
circuit is OPRA, which pays for the circuit. We further 
understand that GTE may assume OPRA’s contractual 
responsibilities with respect to this communications 
circuit with no interruption of service. 


resolved between GTE and OPRA concerning 
provision of the subject communications circuit 
in the context of that initial request for a stay is 
whether OPRA is obligated to continue paying for such 
circuits. Accordingly, the only damage which we believe 
GTE may suffer from the discontinuation of the circuit 
currently paid for by OPRA would be the assumption 
of such payments by GTE itself. 


Proceedings 


The Commission invites OPRA, GTE, Bunker Ramo 
and any interested persons to address the following 
issues, which it believes may assist it in determining 
whether the temporary stay shall be made permanent. 


1. Whether the retransmission service is inherent in, 
or necessary to, the accurate, reliable and efficient 
operation of a high-speed communications system? 


2. Whether OPRA may charge a separate fee for the 
retransmission service during the pendency of 
negotiations with GTE and Bunker Ramo concerning a 
revised vendor agreement and, if so, the amount of, 
and basis for, such fee? 


3. Whether, in light of the apparent lack of progress 
in OPRA’s negotiations with these vendors, the 
Commission should expedite its review of GTE’s and 
Bunker Ramo’s initial request for a stay of the 
termination of OPRA’s 1975 Vendors Agreement? 


Procedures to be followed in connection with this 
review proceeding under Section 11A(5)(A) of the Act 
will be governed by the Commission’s Rules of 
Practice, 17 CFR Part 201, effecting adjudications not 
required to be conducted on the record pursuant to 
the provisions of the Administrative Procedure Act, 5 
U.S.C. 551 et seq. 


Accordingly, the Commission hereby requests that 
interested persons submit written affidavits which 
present their data, views and arguments addressing 
the above issues and any other issues which may be 
considered relevant to resolution of the issue of 
whether this stay should be made permanent. The 
Commission will also give due consideration to any 
written requests for an oral hearing in connection with 
the issues raised above. 


An original and fifteen copies of your written 
statements should be submitted to the Secretary of 
the Commission on or before Friday, April 7, 1978, 
and copies should be served upon each other at that 
time. The Commission also invites other interested 
persons to submit written data and views on the 
questions raised herein. All submissions received will 


SEC DOCKET/605 





be placed in File No. 4-280, and will be available for 
public inspection at the Commission’s Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 34-14607/March 29, 1978 


Administrative Proceeding File No. 3-5404 
In the Matter of 


THOMSON MCKINNON EMPLOYEE STOCK OWNER- 
SHIP TRUST 


NOTICE OF APPLICATION PURSUANT TO SECTION 
12(h) OF THE SECURITIES EXCHANGE ACT OF 1934 
AND OPPORTUNITY FOR HEARING 


The S.E.C. has issued a notice giving interested 
persons until April 24, 1978, to request a hearing on 
an application by Thomson McKinnon Employee 
Stock Ownership Trust pursuant to Section 12(h) of 
the Securities Exchange Act of 1934 for an exemption 
from the provisions of Section 15(d) of that Act based 
upon its claim that the obligations attendant to the 
publicly held securities of the Applicant, a debt issue, 
are guaranteed by Thomson McKinnon Inc., which is 
subject to the reporting requirements of the Securities 
Exchange Act of 1934. The Applicant is not engaged 
in any business, but was created for the benefit of the 
employees of Thomson McKinnon Inc., its subsidiary 
Thomson McKinnon Securities Inc. and their domestic 
subsidiaries. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14608/March 27, 1978 
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Administrative Proceeding File No. 3-5411 
In the Matter of 


JARROLD R. BACHMANN 
12690 West 15th Place 
Lakewood, Colorado 


ORDER INSTITUTING PROCEEDINGS AND IMPOS- 
ING REMEDIAL SANCTIONS 


In connection with a proposed administrative 
proceeding, Jarrold R. Bachmann (“Bachmann”), 
formerly a securities salesman of a registered 
broker-dealer, has submitted an offer of settlement 
which the Commission has determined to accept. 
Solely for the purpose of these proceedings and any 
other proceedings pursuant to specified sections of 
the Securities Act of 1933 and the Securities 
Exchange Act of 1934 (“Exchange Act”), and without 
admitting or denying the finding herein, Bachmann 
consents to the finding and sanctions set forth 
below. 


Accordingly, IT IS ORDERED that proceedings 
pursuant to Sections 15(b) and 19(h) of the Exchange 
Act be, and they hereby are, instituted. 


On the basis of the order for proceedings and the offer 
of settlement, it is found that on September 2, 1977, 
Bachmann entered a plea of guilty in the United 
States District Court for the Southern District of New 
York to a violation of Section 10(b) of the Exchange 
Act and Rule 10b-6 thereunder. 1 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offer of 
settlement. 


Accordingly, IT IS ORDERED that Bachmann be, and 
he hereby is, barred from association with any broker, 
dealer or investment company, provided that he may 
apply to become reassociated in any capacity after 
September 1, 1987. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








lUnited States v. Jarrold Bachmann, 76 Cr.1047 
(S.D.N.Y.). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14609/March 27, 1978 


Administrative Proceeding File No. 3-5412 
In the Matter of 

WILDMAN, NEAL & DEBOLT, INC. 
ADMINISTRATIVE PROCEEDINGS 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
Exchange Act of 1934 (Exchange Act) against 
Wildman, Neal & DeBolt, Inc. (Registrant), a 
corporation with its principal place of business 
located at Indianapolis, Indiana. Registrant is 
registered with the Commission as a broker-dealer 
pursuant to Section 15(b) of the Exchange Act. 
Registrant is a member of the Midwest Stock 
Exchange. 


These proceedings are based on allegations by the 
Division of Enforcement that during the period May, 
1972, to April, 1977, Registrant wilfully violated and 
wilfully aided and abetted violations of the anti-fraud 
provisions of the Federal securities laws in 
connection with sales of third party securities for 
Robert S. Chappell (Chappell); and that Registrant 
wilfully aided and abetted violations of Section 
15(a)(1) of the Exchange Act in connection with the 
third party security sales. 


The Commission’s Order for Proceedings (Order) 
alleges that during the period May, 1972, to April 
1977, Registrant transacted numerous third party 
security sales for Chappell in a personal brokerage 
account which Chappell had with Registrant. The 
Order alleges that these securities were in the names 
of at least 40 different individuals, and were sold in 
approximately 112 separate transactions, resulting in 
net proceeds of more than $445,000. 


The Order further alleges that Registrant sold these 
third party securities for Chappell even though 
Registrant knew or should have known that Chappell 
had obtained these securities in exchange for 
securities which Chappell had sold by means of 
untrue statements of material facts and omissions to 
state material facts. The Order alleges that Registrant 
turned the proceeds of these sales over to Chappell 
when Registrant knew or should have known that 
Chappell was converting the proceeds to his personal 
use. 


Finally, the Order alleges that Registrant made use of 
the mails and the means and instrumentalities of 
interstate commerce to effect transactions in and to 
induce the purchase and sale of securities (other than 


an exempted security or commercial paper, banker’s 
acceptances, or commercial bills) for Chappell, whose 
business was not exclusively intrastate, and who was 
not registered with the Commission as a broker and 
dealer in accordance with Section 15(b) of the 
Exchange Act. 


Registrant has submitted an Offer of Settlement 
which has been accepted by the Commission. (See 
Exchange Act Release No. entitled Findings and 
Order Imposing Remedial Sanctions.) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14610/March 27, 1978 


Administrative Proceeding File No. 3-5412 
In the Matter of 
WILDMAN, NEAL & DEBOLT, INC. 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings ordered today pursuant to the 
Securities Exchange Act of 1934 (Exchange Act), 
Respondent Wildman, Neal & DeBolt, Inc., has 
submitted an Offer of Settlement which the 
Commission has determined to accept. ' Solely for 
the purpose of settling these proceedings and without 
admitting or denying the allegations contained in the 
Order for Proceedings or the findings set forth herein, 
Wildman, Neal & DeBolt, Inc., consents to the 
findings and sanctions set forth below. 


On the basis of the Order for Proceedings and the 
Offer of Settlement, it is found that Wildman, Neal & 
DeBolt, Inc., wilfully violated and wilfully aided and 
abetted violations of Section 17(a) of the Securities 
Act of 1933, Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder as alleged in the Order for 
Proceedings, and that Wildman, Neal & DeBolt, Inc., 
wilfully aided and abetted violations of Section 
15(a)(1) of the Exchange Act as alleged in the Order 
for Proceedings. 





1The Order for Proceedings, entitled In the Matter of 


Wildman, Neal & DeBolt, Inc., was issued 
simultaneously with the Commission’s acceptance of 
this Offer of Settlement. 
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In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offer of 
Settlement. 


Accordingly, IT IS ORDERED, effective as of the date 
of this Order, that Wildman, Neal & DeBolt, Inc., will 
be, and hereby is, censured. IT IS FURTHER 
ORDERED that Wildman, Neal & DeBolt, Inc., will: 


a. institute and implement: 


(1) procedures to reasonably confirm that 
third party securities have been properly 
endorsed and guaranteed; 


(2) procedures to reasonably confirm that 
third party transactions effected by 
individuals or entities other than broker- 
dealers registered with the Commission are 
being sold with the full knowledge and 
permission of the third party; 


(3) procedures requiring that individuals 
or entities other than broker-dealers 
registered with the Commission who effect 
third party transactions sign a statement in 
which they represent the circumstances 
concerning said third party transaction. 


b. institute and implement procedures in connection 
with transactions by, or on behalf of, broker-dealers, 
as defined by the Exchange Act, which broker-dealers 
are not registered with the Commission, to reasonably 
confirm that: 


(1) said broker-dealer is not a participant, 
through the Respondent, in the distribution 
of securities of an out-of-state issuer; 


(2) said broker-dealer does not execute 
customer orders, through the Respondent, 
on a national securities exchange; and 


(3) said broker-dealer, in placing orders 
through the Respondent, does not place or 
respond to a quotation or other invitation 
for the transaction of business in a 
specified security in the daily quotation 
sheets of the National Daily Quotation 
Bureau, Inc. 


c. adopt and implement procedures to prohibit all 
employees from engaging in any transactions by or on 
behalf of customers where there exists a potential 
conflict of interest. 


By the Commission. 
George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14611/March 27, 1978 


- = 
PROGRAM FOR ALLOCATION OF REGULATORY 
RESPONSIBILITIES PURSUANT TO RULE 17d-2 


Notice of Filing of NASD/CBOE Plan 
[File No. 4-275] 


The National Association of Securities Dealers, Inc. 
(the “NASD”’) and the Chicago Board Options 
Exchange, Inc. (the “CBOE’’) filed with the 
Commission on February 24, 1978, a plan for the 
allocation of regulatory responsibilities pursuant to 
Rule 17d-2 (17 CFR 240.17d-2) (“Section 240.17d-2”). 


Generally, the proposed plan would allocate to the 
NASD the responsibility to perform certain 
membership services with respect to persons who are 
associated with members of both the NASD and 
CBOE (“dual members”) and are, or seek to become, 
Registered Options Principals (“ROP’s”) of the NASD 
or the CBOE. 


Under the plan, the NASD would process applications 
submitted by dual members on behalf of associated 
persons who are seeking registration as ROP’s under 
the rules of either the CBOE or the NASD.! The CBOE 
would advise its dual members to submit to the 
NASD, for each applicant, a CBOE Consent to 
Jurisdiction Form and a Form U-4 with the appropriate 
box checked to show the applicant is subject to the 
CBOE’s rules and regulations. Upon receipt of these 
forms, the NASD would forward to the applicant the 
appropriate ROP examination request form as well as 
materials designed to prepare the applicant for the 
ROP examination. The NASD would grade and 
maintain the examination answer sheet and forward 
test results to the applicant’s employer. If the 
applicant passed the examination and no statutory 





Currently, the NASD has no approved options 
program and no rule requiring registration of an 
Options Principal with the NASD. However, the NASD 
has filed with the Commission proposed rule changes 
which, if approved, would amend Schedule C of the 
NASD’s By-Laws to require any member effecting, or 
intending to effect, transactions in exchange-listed 
securities on an access basis to have a person 
associated with it registered with the NASD as a ROP. 
See Securities Exchange Act Release No. 14307 
(December 23, 1977), 43 FR 53 (1978). A so-called 
“access firm” engages in options activity through 
clearing members of an options exchange, although 
the access firm is not itself an exchange member. 





disqualification existed, the applicant would become 
registered, and the NASD would so advise the 
applicant’s employer. In the event the NASD 
discovered a statutory disqualification while pro- 
cessing an application, the NASD would be 
responsible for determining the acceptability or 
continued acceptability of the person subject to the 
statutory disqualification and would promptly notify 
the CBOE of such disqualification. The NASD would 
retain in its registration files all documentation 
submitted by the registrant and all information related 
to his status as a ROP. 


Under the plan the NASD would also process 
registration records of ROP’s registered with the 
NASD or CBOE. The CBOE would advise its dual 
members to submit all materials regarding the status 
of their ROP’s to the NASD. In turn, the NASD would 
furnish the CBOE each month with a list of all ROP’s 
and the firms for which they are registered. The NASD 
would also advise the CBOE promptly of any 
terminations of ROP’s for cause relating to listed 
options transactions, but the CBOE would be 
responsible for investigating such terminations and 
taking appropriate disciplinary action. 


The NASD would collect registration and examination 
fees, as well as transfer fees, for ROP’s who transfer 
from one member to another. For each new ROP or 
transferee, the NASD would forward the appropriate 
registration or transfer fee to the CBOE on a monthly 
basis. 


The NASD/CBOE plan contains a provision which 
would limit the parties’ liability under the plan. 
Another provision of the plan contains a request that 
the Commission relieve the CBOE of responsibilities 
the NASD would assume under the plan. 


In order to assist the Commission in determining 
whether to approve this plan and relieve the CBOE of 
the specified responsibilities which the plan would 
allocate to the NASD, interested persons are invited to 
submit written data, views and arguments concerning 
the submission within thirty (30) days from the date of 
the publication of this notice in the Federal Register. 
Persons wishing to comment should file six (6) copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. 4-275. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 


Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14612/March 27, 1978 


An order has been issued granting the application 
submitted by the American Stock Exchange, Inc., to 
strike from listing and registration the Common Stock 
(Par Value $3) of Maule Industries, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14613/March 27, 1978 


An order has been issued granting the application 
submitted by the Midwest Stock Exchange, Inc.,. to 
strike from listing and registration the following 
securities of the Chicago, Milwaukee, St. Paul and 
Pacific Railroad Co: Common Stock (No Par Value); 
Series A Preferred Stock ($100 Par Value); General 
Mortgage 412% Convertible Income Bonds, Series B 
due January 1, 2044 and 5% Income Debentures, 
Series A due January 1, 2055. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14614/March 29, 1978 


Administrative Proceeding File No. 3-5389 
In the Matter of 
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TIME HOLDINGS, INC. 
APPLICATION PURSUANT TO SECTION 12(h) 


The Commission authorized the issuance of an order 
granting the application of Time Holdings, Inc., 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934, as amended, exempting it from the 
provisions of Sections 13 and 15(d) of that Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14615/March 29, 1978 


Administrative Proceeding File No. 3-5368 

In the Matter of 

HARMAN INTERNATIONAL INDUSTRIES, INC. 
(81-261) 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Harman 
International Industries, Inc., a Delaware Corporation 
for an exemption from the reporting requirements of 
Section 15(d) of the Securities Exchange Act of 1934. 
It appears to the Commission that the requested 
exemption is not inconsistent with the public interest 
or the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14616/March 29, 1978 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (“Exchange Act”) the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 10:00 a.m. (EST) on 
March 29, 1978, and terminating at midnight (EST) on 
April 7, 1978, of the securities of Canaveral 
International Corp. (“Canaveral”), a Delaware corpora- 
tion with principal executive offices located at 7100 
Biscayne Boulevard, Miami, Florida 33138. 
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The Commission initiated the suspension of trading in 


Canaveral’s securities because the company has failed, 4 
to file with the Commission at least its annual report ~ 


on Form 10-K for the fiscal year ended September 30, 
1977, and its quarterly report on Form 10-Q for the 
fiscal quarter ended Decemer 31, 1977, resulting in the 
lack of adequate and accurate public information 
about the company’s operations and financial 
condition. 


The Commission cautions broker-dealers, share- 
holders and prospective purchasers that they should 
carefully consider the foregoing information along 
with all other currently available information and any 
information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension no quotation may be entered unless and 
until they have strictly complied with all of the 
provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with 
said rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time 
as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider 
the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14617/March 29, 1978 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
Exchange Act of 1934 against Ronald J. Stone, of 
Troy, Michigan; Olde & Company, a broker-dealer 
based in Detroit, Michigan; and Ernest J. Olde, Jr., 
president of Olde & Company. 


The proceedings are based on allegations by the 
Commission’s staff that Stone, while employed by 
Olde & Company, willfully violated Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder. Among 
other things, it is alleged that Stone effected 
unauthorized transactions in customers’ accounts; 


> 





sold customer-owned and fully-paid for securities 
without the consent or knowledge of such customers, 
and obtained the proceeds of sales for his own use; 
obtained and converted to his own use customer 
funds which were intended for the purchase of 
securities, which were not purchased; caused his 
broker-dealer employer to issue checks payable to 
customers of the firm, and then affixed the customers’ 
Signatures thereon without authority, and deposited 
the checks to his own account. 


It is also alleged that Olde & Company and Ernest 
Olde, Jr., failed to reasonably supervise Stone and 
others under their supervision. 


A hearing will be scheduled by further order to take 
evidence on the staff’s allegations and to afford the 
respondents an opportunity to offer any defenses 
thereto for the purpose of determining whether any 
remedial action should be ordered by the 
Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14618/March 29, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5918/March 29, 1978 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14619/March 3, 1978 


In the Matter of 

AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 

New York, New York 10006 
(SR-Amex-77-38) 


ORDER APPROVING PROPOSED RULE CHANGE 


On December 16, 1977, the American Stock Exchange, 
Inc. (“Amex”) filed with the Gommission, pursuant to 
Section 19(b) of the Securities Acts Amendments of 
1975, and Rule 19b-4 thereunder, copies of a proposed 
rule change. This proposal would permit priority for 
spread and straddle orders (over other types of orders) 
that cannot be executed by accepting the current bid 
and offer, or either of them. By this proposal spread 
and straddle orders will have priority over either the 
current bid or the current offer, but not both. 
According to the Amex, the purpose of this rule 
change is to facilitate the execution of spread 
transactions under certain controlled conditions 
where such transactions would otherwise be difficult 
to effect. 


The Chicago Board Options Exchange (“CBOE”), 
Pacific Stock Exchange (“PSE”) and Midwest Stock 
Exchange (“MSE”) presently permit spread or straddle 
orders to take priority over either the best bid or the 
best offer in the market. ' However, the distinction 
between the systems of order priority on CBOE, PSE 
and MSE on the one hand and the system of order 
priority on Amex on the other hand should be noted. 
CBOE, PSE and MSE each have a limit order book in 
which only public customer limit orders may be 
placed. On these exchanges the limit order book has 
priority over other orders in the trading crowd, 
including spread and straddle orders. However, on 
Amex there does not exist a public customer limit 
order book which gains priority over other orders in 
the crowd. 


Execution of spread and straddle orders on Amex 
nevertheless appears to be difficult, and appears, at 
this time, to warrant a special exception to the rules 
of priority similar to those of the exchanges mentioned 
above. It should be noted, however, that the 
Commission is currently conducting a study and 
investigation of the options markets, and based upon 
the results of that study, it may be necessary in the 
future for the Commission to take a different position 
respecting the policies of all options exchanges 
regarding spread and straddle order priority. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 14319, 
(December 29, 1977) and by publication in the Federal 
Register (43 Fed. Reg. 1163 January 6, 1978)). 





1CBOE Rule 6.45(d); PSE Rule Vi, Section 49, 
Commentary .02; MSE Article XLIV, Rule 6, 
Interpretation .02. 
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The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
national securities exchanges, and in particular, the 
requirements of Section 6 and the rules, and 
regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change filed 
with the Commission on December 16, 1977, be, and 
it hereby is, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14620/March 30, 1978 


NOTICE OF FILING OF AMENDMENT TO PROPOSED 
RULE CHANGE BY CINCINNATI STOCK EXCHANGE 


File No. SR-CSE-77-1 


The Cincinnati Stock Exchange submitted on March 
29, 1978, pursuant to Securities Exchange Act Rule 
19b-4 (17 CFR 240.19b-4) and Section 19(b)(1) of the 
Securities Exchange Act of 1934 (15 U.S.C. 78s(b)(1), 
amendments to its proposed rule change to clarify 
how its Multiple Dealer Trading system will work, 
specify the responsibilities of participants in the 
system, and provide that the system is a temporary 
pilot program, including no more than 200 issues. 


Publication of the submission is expected to be made 
in the Federal Register during the week of April 3, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-CSE-77-1. 
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Copies of the submission, all. subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the / 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14621/March 30, 1978 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-78-3) 
ORDER APPROVING PROPOSED RULE CHANGE 


On January 17, 1978, the American Stock Exchange, 
Inc., (“Amex”), filed with the Commission, pursuant 
to Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78s(b)(1) (the “Act”) and Rule 19b-4 
thereunder, copies of a proposed rule change which 
permits Amex members to accept orders for the sale 
(writing) of call options from an affiliate of the issuer 
of the underlying stock. The rule change also permits 
Amex members to accept “restricted stock” or stock 
held by or for the account of an affiliate, or stock 
subject to the resale provisions of Rule 145(d) of the 
Securities Act of 1933, (the “Securities Act”), for the 
purpose of covering a short position in call option 
contracts and for the purpose of satisfying exercise 
notices of options positions. Such activity is 





permitted, however, only where the holder of the 
securities has complied with all applicable provisions 
of the Securities Act and the rules thereunder 
concerning the offer or sate of such securities. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission release 
(Securities Exchange Act Release No. 34-14435, 
February 2, 1978) and by publication in the Federal 
Register (43 FR 6181, February 13, 1978). All written 
statements with respect to the proposed rule change 
which were filed with the Commission and all written 
communications relating to the proposed rule change 
between the Commission and any person were 
considered and (with the exception of those 
statements or communications which may be 
withheld from the public in accordance with the 
provisions of 5 U.S.C. §552) were made available to 
the public at the Commission’s Public Reference 
Room. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to 
national securities exchanges and in particular, the 
requirements of Section 6 and the rules and 
regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and hereby is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14622/March 30, 1978 


An order has been issued granting this application 
submitted by Southwest Airlines Co. to withdraw its 
common stock ($1.00 Par Value) from listing and 
registration on the American Stock Exchange, Inc. 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20465/March 24, 1978 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 71156 


(70-6029) 


ORDER APPROVING PROPOSED MODIFICATION OF 
EXISTING CREDIT AGREEMENT BETWEEN BANK 
AND UTILITY COMPANY 


Southwestern Electric Power Comany (“SWEPCO”), 
an electric utility subsidiary of Central and South 
West Corporation (“CSW”), a registered holding 
company, has filed post-effective amendments to its 
declaration, as amended, previously filed with this 
Commission pursuant to Sections 6 and 7 of the 
Public Utility Holding Company Act of 1935 (“Act”) 
regarding the following proposed transaction. 


By Commission order dated August 9, 1977, (HCAR 
No. 20135), SWEPCO was authorized to enter into a 
Credit Agreement (the “Agreement”) with Bank of 
America National Trust and Savings Association (the 
“Bank”) in essence establishing an acceptance line of 
credit (“acceptance credit”) for SWEPCO with the 
Bank to provide a source for financing SWEPCO’s 
periodic acquisition of coal for its Welsh Power Plant 
pending the collection of revenues from customers 
reimbursing SWEPCO for the cost of the coal and 
certain transportation charges. The acceptance credit 
was made available in a maximum amount of 
$5,000,000 and the Agreement also extended to 
SWEPCO an “advance credit” in a maximum amount 
of $500,000 to permit it to borrow the amount of the 
Bank’s discount and commission. In any event, the 
maximum aggregate principal amount outstanding of 
the two credits was not to exceed $5,000,000. 


SWEPCO has now filed a post-effective amendment in 
this proceeding seeking authorizatin to effect certain 
changes in the Agreement. SWEPCO proposed to: (a) 
increase the amount of loans permitted to be 
outstanding to $15,000,000; (b) increase the “advance 
credit” to $1,500,000; (c) make the lines of credit 
available to finance coal and transportation and 
storage costs for its Flint Creek Power Plant as well 
as for its Welsh Power Plant and (d) to change the 
date to which drafts will be accepted by the Bank from 
June 1, 1978, to December 31, 1978. SWEPCO further 
proposes to amend the Agreement to permit it to 
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finance the cost of coal inventory initially purchased 
by it for cash without utilizing the line of credit under 
the Agreement, provided that the total borrowings 
under the amended Agreement do not exceed 
$15,000,000 and to enable it to, in effect, extend the 
due date of any loan under the Agreement so long as 
the total loan obligation for any single coal purchase 
invoice is not outstanding for longer than 270 days. 
Other than as set out above, no substantive change 
will be made in the terms of the Agreement. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $5,500. 
The Arkansas Public Service Commission, insofar as 
it has jurisdiction, has authorized the proposed 
transaction. No other state commission and no 
federal commission, other than this Commission, has 
jurisdiction with respect to the proposed transaction. 


Due notice of the filing of said post-effective 
amendments to the declaration, as amended, has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20403), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that the 
declaration, as further amended by said post-effective 
amendments, become effective: 


IT IS ORDERED, nunc pro tunc, pursuant to the 
applicable provisions of the Act and rules thereunder, 
that said declaration, as further amended by said 
post-effective amendments be, and it hereby is, 
permitted to become effective March 21, 1978, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20466 /March 24, 1978 


In the Matter of 
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CENTRAL AND SOUTH WEST SERVICES, INC. 
One Main Place, Suite 2700 
Dallas, Texas 75250 


(70-4668) 


NOTICE OF PROPOSED MODIFICATIONS TO 
SERVICE COMPANY AUTHORIZATION AND OF 
CHANGE IN COST ALLOCATION METHOD 


NOTICE IS HEREBY GIVEN that Central and South 
West Services, Inc. (“CSWS”) a subsidiary service 
company of Central and South West Corporation, 
(“CSW”), a registered holding company, has filed 
post-effective amendments to its application- 
declaration previously filed in this proceeding 
pursuant to the Public Utility Holding Company Act of 
1935 (“Act”), designating Sections 12(f) and 13 of the 
Act and Rules 86, 87, 90 and 91 promulgated 
thereunder as applicable to the proposed transac- 
tions. All interested persons are referred to the 
application-declaration, as now further amended by 
said post-effective amendments, which is summarized 
below, for a complete statement of the proposed 
transactions. 


The establishment of CSWS (originally CSR Services, 
Inc.) was authorized by Commission order dated 
March 20, 1969 (HCAR No. 16317). CSWS provides a 
variety of management, administrative, engineering, 
financial, support and coordination services for CSW 
and its subsidiary operating companies (collectively, 
the “CSW system”). CSWS now seeks to modify the 
authorizations previously ordered, specifically re- 
questing authorization (i) for the establishment and 
operation of a CSW System corporate data center (the 
“Center”) and (ii) for a change in cost allocation 
method established by the 1969 order, including a 
method for services provided by the Center. 


CSWS proposes to establish and operate the Center at 
cost, determined in accordance with Section 13 of the 
Act and the applicable rules thereunder, in order to 
provide conipanies of the CSW System with electronic 
data processing services, including processing of 
customer billing, revenues and statistics, payrolls, 
property accounting, general accounting, cash 
forecasts, load flow studies, plus other business and 
engineering applications. These functions are 
currently performed separately by each of the 
companies of the CSW System on their existing 
equipment, with the exception of WTU, which 
purchases data processing services from PSO under 
authority of the Commission’s order dated November 
2, 1977 (HCAR No. 20242). 


It is stated that these computing facilities will not 
directly control the dispatch of electric power or 
energy; however, study and evaluation of various 





dispatching patterns and alternatives will be made on 
these facilities. Companies of the CSW System would 
continue to operate and own or lease limited data 
processing facilities in order to permit them to 
perform keypunching, printing and similar functions, 
to maintain, revise and update certain data bases and 
programs, and to make remote use of the Center’s 
facilities. Services which PSO provides WTU would be 
performed instead by the Center. 


It is stated that the advisability of establishing such a 
Center was based upon a study conducted by CSWS 
which considered existing and proposed hardware, 
system software, applications development, com- 
munications, personnel and other costs in view of the 
anticipated needs of the companies of the CSW 
System and technical and cost developments in the 
electronic data processing field. Based upon this 
study, CSWS states that it expects that the Center will 
involve installation and start-up costs of approxi- 
mately $713,000 and annual operating costs of 
approximately $1,329,621. The annual operating costs 
would include site rental, hardware for both the 
Center and for companies in the CSW System, 
personnel, systems software and communications. 
Existing equipment would be retained and not involve 
additional costs. The cost of new data input or output 
equipment located at any operating subsidiary and 
communications between that subsidiary and the 
Center would be borne by the subsidiary and not by 
CSWS. Operation of the Center would reduce certain 
existing hardware, software, personnel and communi- 
cation costs by approximately $1,245,795 annually. It 
is stated that as a result, the proposed arrangement 
would involve a net increase of $83,826 in annual ex- 
penditures by the CSW System. CSWS believes these 
additional costs to be justified in view of anticipated 
increases in the CSW System’s data processing re- 
quirements and general economic and_ technical 
developments in the data processing field. CSWS 
estimates that the CSW System is equipped for 26 
percent growth in data processing capability, while 
the Center would ultimately provide for 286 percent 
growth. CSWS anticipates that the development costs 
for new information systems over the next five to ten 
years will exceed $5,000,000. The Center will enable 
the CSW System to incur this expenditure once, rather 
than separately, for each component company of the 
CSW System. 


CSWS states that establishment of the Center is 
scheduled for the fall of 1978, when either an interim 
IBM 158 system or a permanent system from another 
supplier will be installed and operational. In order to 
compute the cost of services to be provided to and 
billed to each company of the CSW System, CSWS 
has identified the sources of its overall costs in con- 
nection with establishment and operation of the 
Center. These sources include (a) personnel; (b) 


rentals of software, services and hardware; (c) prices 
for purchased hardware; (d) communications; (e) site 
rental and (f) general supplies. These sources are 
combined in varying proportions in each of the 
services which CSWS would provide for each 
company of the CSW System and each service will be 
analyzed to determine its cost components and their 
relative significance. Because of the variety of units in 
which these services are measured, the computer 
resource unit (“CRU”) will be designated as a 
dimensionless measurement to relate all services on a 
single scale, much as PSO has done with regard to 
data processing services it currently provides to WTU. 
The services which combine in a given job would be 
measured in CRU’s and each CRU would be assigned 
a dollar value. the CRU will be based upon budgeted 
costs, and billings to companies of the CSW System 
will be adjusted retroactively on the basis of actual 
costs. CSWS’s billings to companies of the CSW 
System will thus reflect the relative cost components 
of each service provided while measuring all services 
on acommon basis and ensuring that each company 
of the CSW System will pay only the costs of the 
services provided it by CSWS. 


CSWS states that Commission’s 1969 order herein 
provided that it’s costs would be allocated 40% to 
CSW, 20% to CPL, 17% to PSO, 15% to SWEPCO 
and 8% to WTU. CSWS further states that because of 
the growth in volume of the services provided by it to 
the CSW System companies, the use of any general 
fixed percentage seems unduly inflexible and 
unrelated to the actual benefits conferred by CSWS. 
CSW therefore proposed that the costs of CSWS 
incurred be billed on the following basis. CSW 
proposed that identifiable, direct costs be billed 
directly to the company or companies benefitted 
thereby in proportion to their degree of participation. 
All costs (other than planning and engineering costs 
and costs relating to the provisions of employee 
benefits) which could not be directly allocated would 
be allocated 20% to CSW and 80% to the operating 
companies in accordance with a formula which 
reflects, on an equal weighting basis, for the most 
recent calendar year, each company’s (a) peak load, 
as defined; (b) average number of ultimate customers 
as reported on FERC Form 1; and (c) energy sales in 
kilowatt-hours to such ultimate customers. Engine- 
ering and planning costs would be allocated on the 
basis of the same formula but only among the 
operating companies. Administrative and other costs 
in connection with employee-related services would 
be allocated on the basis of total employees of each 
company at the end of each year. 


CSWS further states that those aspects of the 
Commission’s 1969 order detailing salary allocations 
for officers of CSWS are out of date. CSWS now 
proposes that CSW pay the salaries only of its 
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Chairman and Chief Executive Officer, of its Secretary 
and of all other personnel located in its Wilmington 
office and that all other officers of CSWS, whether or 
not they were also officers of CSW, would receive 
their salaries from CSWS. CSWS states that at such 
future time as CSW closes its Wilmington office, if 
this occurs, all CSW officers who were also officers of 
CSWS would be paid by CSWS. 


CSWS requests that this change in cost allocation be 
permitted to be made effective as of January 1, 1978. 


CSW states that it is hereby withdrawing a previous 
amendment, post-effective amendment #4, previously 
filed in this proceeding. 


It is stated that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. It is 
stated that the fees and expenses to be incurred in 
connection with the proposed transactions are 
estimated at $3,050. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 18, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration, as further amended by said 
post-effective amendments, which he desires to 
controvert; or he may request that he be notifieo if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicant-declarant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended by said post-effective amendments or as it 
may be further amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemp- 
tion from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 


date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20467 /March 24, 1978 


In the Matter of 


SYSTEM FUELS, INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 


NEW ORLEANS PUBLIC SERVICE, INC. 
New Orleans, Louisiana 


(70-5964) 


ORDER AUTHORIZING FUEL SUPPLY SUBSIDIARY 
TO ISSUE A TWO YEAR NOTE TO A BANK 


Arkansas Power & Light Company, Louisiana Power & 
Light Company, Mississippi Power & Light Company 
and New Orleans Public Service, Inc. (collectively, the 
“Operating Companies”), all of which are public utility 
subsidiaries of Middle South Utilities, Inc., a registered 
holding company, and System Fuels, Inc. (“SFI”), the 
Middle South system fuel supply subsidiary which is 
jointly owned by the Operating Companies, have filed 
a post-effective amendment to an application- 
declaration previously filed with this Commission 
pursuant to Sections 6(a), 7, and 12(b) of the Public 
Utility Holding Company Act of 1935 (“Act”) and rules 
45 and 50(a)(2) promulgated thereunder. 


By order dated March 8, 1977, in this matter (HCAR 
No. 19924) SFI was authorized to enter into a Coal 
Supply Agreement and certain supplemental agree- 
ments (“Coal Agreement”), dated as of December 22, 
1976, between Antelope Coal Company (“Antelope”) 
and SFI, to advance to Antelope the total cost of a 
dragline which Antelope has ordered for use in 
producing coal for SFI’s needs. It is currently 
expected that the total cost of the dragline will be not 
less than $15,000,000 and that the dragline will be 
available for delivery to Antelope in late February 
1978. SFI anticipates having to advance to Antelope 
funds to cover the cost of the dragline shortly 
thereafter. As the date on which Antelope is to 
commence delivery of coal to SFI under the Coal 
Agreement is presently scheduled for January 1, 1983, 
rather than January 1, 1982, the advance by SFI to 
Antelope in respect of the dragline will be for a period 
of two years, rather than one year. 





To obtain such funds to advance to Antelope for the 
cost of the dragline in the manner described above, 
SFI proposed to enter into a new loan agreement 
(“Loan Agreement”) with Morgan Guaranty Trust 
Company of New York (“Bank”), under which SFI will 
be entitled to borrow from the Bank the principal 
amount of $15,000,000 for a two-year term. To the 
extent that the total cost of the dragline, as finally 
determined, exceeds $15,000,000, SFI will advance the 
additional funds to Antelope from the proceeds of 
borrowings from the Operating Companies or from 
funds on hand. 


To effect the proposed borrowing under the Loan 
Agreement, SFI will deliver to the Bank an unsecured 
promissory note (“Note”) in the principal amount of 
$15,000,000. The Note will be payable two years from 
date of issuance and will bear interest, payable 
quarterly and at maturity, on the unpaid principal 
amount thereof at a rate per annum equal to one 
hundred ten percent (110%) of the base rate (currently 
8 percent per annum) as announced from time to time 
by the Bank for 90-day commercial loans in New York 
City to borrowers of the highest credit standing, with 
adjustments in the interest rate to be made effective 
automatically as of the opening of business on the 
effective date of any change in the Bank’s base rate. 
There is no requirement that SFI maintain 
compensating balances with, or pay any commitment 


fee to, the Bank in connection with the borrowing 
under the Loan Agreement. 


Under the terms of the Loan Agreement, the Operating 
Companies will covenant and agree with the Bank, 
severally in accordance with their present respective 
shares of ownership of the common stock of SFI, to 
take any and all action as, from time to time, may be 
necessary to keep SFI in a sound financial condition 
and to place SFI in a position to discharge, and to 
cause SFI to discharge, its obligations to the Bank 
pursuant to the Loan Agreement and the Note when 
due. The Operating Companies wil! further covenant 
and agree that they will, unless otherwise consented 
to in writing by the Bank, maintain their respective 
shares of ownership of the common stock of SFI, for 
the period during which the principal amount of the 
Note remains unpaid, in approximately the same 
proportions as presently held by them. 


It is stated that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20423), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 


standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted and 
permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act, except that the time for filing 
the certification thereunder with respect to the 
proposed transactions is extended so as to allow 
filing on a quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20468/March 24, 1978 


In the Matter of 


GULF POWER COMPANY 
75 North Pace Boulevard 
P.O. Box 1151 

Pensacola, Florida 32520 


(70-6141) 


NOTICE OF PROPOSED TRANSACTIONS RELATED 
TO FINANCING OF POLLUTION CONTROL 
FACILITIES 


NOTICE IS HEREBY GIVEN that Gulf Power Company 
(“Gulf”), a wholly-owned electric utility subsidiary of 
The Southern Company, a registered holding 
company, has filed an application with this Commis- 
sion pursuant to the Public Utility Holding Company 
Act of 1935 (“Act”), designating Section 6 (b) of the 
Act and Rule 50(a)(5) promulgated thereunder as 
applicable to the proposed transactions. All interested 
persons are referred to the application, which is 
summarized below, for a complete statement of the 
proposed transactions. 
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Pursuant to arrangements with an associate company, 
Mississippi Power Company (“Mississippi”) (File No. 
70-5894), Gulf has under construction Unit No. 2 (500 
MW) of a steam electric generating station (“Plant 
Daniel”) located in Jackson County, Mississippi 
(“County”). Unit No. 1 of Plant Daniel (S50O0MW), 
presently owned by Mississippi, was placed in 
commercial operation in 1977. Gulf also has acquired 
from Mississippi a 50% undivided interest in certain 
facilities common to both units. Final consummation 
of such arrangements at or about the time Unit No. 2 
is completed (presently scheduled for 1981) will result 
in Gulf and Mississippi each becoming owners of 
50% undivided interests as tenants in common of 
Plant Daniel. Gulf states that in order to comply with 
prescribed environmental standards of the State of 
Mississippi with respect to air and water quality, it 
has been and will be necessary to construct pollution 
control facilities solely for this purpose. The present 
application relates to Gulf’s proposal for financing 
some of such facilities. 


It is intended that the County will issue its Revenue 
Note in the estimated principal amount of $1,500,000 
for the purpose of paying a portion of the costs of the 
acquisition and construction of certain of the 
pollution control facilities to be used in connection 
with Unit No. 2 and common facilities at Plant Daniel 
(“Project”). Gulf proposes to enter into an Installment 
Sale Agreement (“Agreement”) with the County which 
will provide for the construction and equipping of the 
Project by the County and the issuance by the County 
of the Revenue Note. The proceeds of the sale of the 
Revenue Note will be deposited by the County with a 
bank or trust company which will act as Depositary 
and applied to payment of the Cost of Construction 
(as defined in the Agreement) of the Project. The 
Agreement also will provide for the sale of the Project 
to Gulf and the payment by Gulf of the purchase price 
of the Project in installments over a term of years. 


The Agreement will provide that the County, at the 
request of Gulf, may enter into a trust indenture under 
which the County could issue one or more series of 
pollution control revenue bonds (“Revenue Bonds”), 
for the purposes of providing funds to retire the 
Revenue Note and to pay a portion of the Costs of 


Construction of the Project not covered by the 


proceeds of Revenue Notes. In such event, the 
Agreement would be amended or supplemented to 
provide additional terms and provisions relating to the 
Revenue Bonds, including, if Gulf should so elect at 
that time, provisions for the delivery by Gulf of its 
first mortgage bonds as collateral for its obligations 
under the Agreement. Transactions involved in such 
arrangements would be made, as appropriate, the 
subject of separate application to this Commission. 
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The Agreement will also provide that the purchase 
price of the Project payable to the County will be such; 
amount, including interest thereon, as shall be’ 
sufficient to pay the principal of, premium, if any, and 
interest on the Revenue Note and the Revenue Bonds, 
if any, as the same become due and payable. It is 
contemplated that the Revenue Note will be sold by 
the County to Morgan Guaranty Trust Company of 
New York (“Noteholder”) at 100% of the principal 
amount thereof pursuant to a Note Purchase 
Agreement between the County and said bank. The 
County will execute an assignment (“Assignment”) 
pursuant to which it will assign to the bank, for the 
period that the Revenue Note shall be outstanding, 
the County’s rights under the Agreement to the 
portion of the purchase price for the Project payable 
by Gulf as shall be necessary to pay the principal and 
interest on the Note. Gulf will agree under the 
Assignment to make such payments of purchase price 
directly to the Noteholder. The Revenue Note will have 
a maturity of 4 years and will bear interest on the 
unpaid principal amount thereof from time to time at a 
fluctuating rate per annum equal to 65% of the bank’s 
prime rate. The Revenue Note will be subject to 
prepayment in whole or in part at the option of Gulf at 
any time without premium or penalty. 


It is proposed that Gulf will enter into a Contingent 
Purchase Agreement with the Noteholder (‘‘Contin- 
gent Purchase Agreement”) which will provide that the 
Noteholder may require Gulf to purchase the Revenue 
Note on demand at 100% of the principal amount 
thereof together with accrued interest upon the 
occurrence of certain events of default. The 
Contingent Purchase Agreement will also provide that 
Gulf may be required to pay the bank at any time 
(whether or not the Revenue Note shall have been paid 
in full or purchased by Gulf) if interest on the Note 
becomes taxable (i) an amount equal to 130% of the 
Noteholder’s prime rate (less interest actually paid) 
plus penalties and expenses and (ii) the amount of 
any Preference Tax imposed on the Noteholder. 


In order to comply with state law it will be necessary 
for Gulf to convey to the County the portions of the 
Project which have already been constructed 
(“Existing Facilities”), subject to the Mortgage. Under 
the Agreement, Gulf will receive, out of the proceeds 
of the Revenue Note, an amount equal to Gulf’s 
original cost for the Existing Facilities. The Existing 
Facilities will thereupon become part of the Project 
which is to be provided by the County and which Gulf 
proposes to purchase as provided in the Agreement. 


The fees and expenses to be incurred in connection 
with the proposed transactions are to be filed by 
amendment. It is stated that the execution of the 
Contingent Purchase Agreement will have been 
expressly authorized by the Florida Public Service 





Commission and that no other state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 17, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law by certificate) should be filed with the request. 
At any time after said date, the application, as filed or 
as it may be amended, may be granted as provided in 
Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will 
receive any notices or orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20469/March 24, 1978 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


GULF POWER COMPANY 
Pensacola, Florida . 


MISSISSIPP] POWER COMPANY 
Gulfport, Mississippi 


(70-6117) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND DEALERS IN 
COMMERCIAL PAPER, CAPITAL CONTRIBUTIONS 
TO SUBSIDIARIES, AND EXCEPTION FROM COM- 
PETITIVE BIDDING; RESERVATION OF JURIS- 
DICTION 


The Southern Company (“Southern”), a registered 
holding company, and three of its wholly-owned 
electric utility subsidiary companies, Alabama Power 
Company (“Alabama”), Gulf Power Company (“Gulf”), 
and Mississippi Power Company (“Mississippi”) have 
filed an application-declaration and amendments 
thereto with this Commission pursuant to Sections 
6(a), 6(b), 7, and 12 of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rules 45 and 
50(a)(5) promulgated thereunder regarding the 
proposed transactions. 


Southern, Alabama, Gulf, and Mississippi propose to 
borrow from banks and to issue and sell commercial 
paper from time to time on or before March 31, 1979, 
in the case of Southern, Gulf and Mississippi and 


March 31, 1980, in the case of Alabama. It is proposed 
that the borrowings be in the following maximum 
aggregate principal amounts outstanding at any one 


time: Southern — $100,000,000; Alabama — 
$555,000,000; Gulf — $40,000,000; and Mississippi — 
$36,000,000. In the case of Alabama, however, the 
aggregate amount of borrowings by Alabama shall not 
exceed $305,000,000 until application for a larger 
amount is requested from this Commission by 
Alabama and this Commission has issued a further 
order authorizing such amounts. 


Pursuant to Commission authorization (HCAR No. 
19422), Alabama, Gulf, and Mississippi have authority 
to effect short-term borrowings on or before March 31, 
1978. The amount of short-term debt estimated to be 
outstanding at March 31, 1978, is $3,891,000 for Gulf 
and $17,075,000 for Mississippi. Neither Southern nor 
Alabama expects to have any -short-term debt 
outstanding on that date. 


The bank borrowings will be evidenced by notes to be 
dated the date of the borrowing and to mature not 
more than one year after the date of issue in the case 
of Southern and not more than nine months after the 
date of issue in the case of Alabama, Gulf, and 
Mississippi. On or prior to April 1, 1978, Alabama 
proposes to enter into an arrangement with Citibank, 
N.A., The Chase Manhattan Bank, N.A., Chemical 
Bank, Morgan Guaranty Trust Company of New York, 
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Bankers Trust Company, Continental Illinois National 
Bank and Trust Company of Chicago, Irving Trust 
Company, Manufacturers Hanover Trust Company, 
The Bank of Nova Scotia, and Bank of America 
National Trust and Savings Association which 
provides for a revolving line of credit for a period of 
two years in the amount or $500,000,000 and 
supersedes a Revolving Credit Agreement maturing 
March 31, 1978. Each note evidencing bank borrowing 
(except those included in Alabama’s revolving credit 
agreement) will bear interest at an effective rate per 
annum in effect at the lending bank customary for 
similar companies and will be prepayable, in whole or 
in part, without penalty or premium. The terms and 
cost of commitments or lines of credit to the 
applicants-declarants, except in the case of Alabama 
from those banks under the proposed revolving credit 
agreement, have not been finalized by the companies 
with the proposed lending banks. 


Alabama, Gulf, and Mississippi each maintain with 
the local banks from which borrowings will be made 
average daily operating balances adequate to meet the 
requirements of such banks in respect to certain 
services to such companies. Except in the case of 
Alabama under the proposed revolving credit 
agreement, it may reasonably be expected that banks 
may require the maintenance of balances and/or fees 
in lieu of balances in respect of any such borrowings. 
If balances were to be maintained solely for the 
purpose of satisfying a compensating balance require- 
ment generally not in excess of 20%, the effective 
interest cost of the related borrowings, based on a 
prime rate of 8%, would be 10% per annum. In the 
case of Alabama, giving effect to the fees under the 
proposed revolving credit agreement, assuming full 
utilization of the commitment and based on a prime 
rate of 8% per annum and a three-week moving 
average commercial paper rate of 6.78% for the 
terminal week ending February 1, 1978, the effective 
interest rate on borrowings would be 9.67% per 
annum. 


Southern, Alabama, Gulf, and Mississippi also 
propose from time to time prior to March 31, 1979, in 
the case of Southern, Gulf and Mississippi and March 
31, 1980, in the case of Alabama, to issue and sell 


commercial paper in the form of short-term 
promissory notes to dealers in commercial paper. The 
commercial paper notes will have varying maturities 
of not more than 270 days after the date of issue, will 
be sold in varying denominations of not less than 
$50,000 and not more than $5,000,000, and will not by 
their terms be prepayable prior to maturity. The 
commercial paper will be sold directly to or through 
the dealers at a discount which will not be in excess 
of the discount rate per annum prevailing at the date 
of issuance for commercial paper of comparable 
quality and like maturity. No commercial paper note 
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will be issued having a maturity of more than 90 days 


at an effective interest cost which exceeds the effective g> 
interest cost at which the issuer could borrow from 4 


banks. 


Except for a commission not to exceed 1/8 of 1% per 
annum payable to the dealer in respect of commercial 
paper sold through the dealer as agent, no 
commission or fee will be payable in connection with 
the issuance and sale of commercial paper. The dealer 
will reoffer such commercial paper at a discount rate 
of 1/8 of 1% per annum less than the prevailing 
interest rate to the issuer. The commercial paper will 
be offered by each dealer to not more than 200 
customers of the dealer identified and designated in a 
nonpublic list prepared in advance by the dealer. No 
additions will be made to such list of customers. It is 
expected that the commercial paper will be held by 
customers to maturity, but, if they wish to resell prior 
thereto, the dealer, pursuant to a verbal repurchase 
agreement, will repurchase the commercial paper and 
reoffer the same to others on the customer list. 


Southern intends to use proceeds of the bank notes 
and commercial paper notes to the extent necessary, 
together with treasury funds and the proceeds from 
the sale of additional common stock through its 
dividend reinvestment plan, the employee savings 
plan and the employee stock ownership plan (the 
subject of separate filings), to make, from time to 


time, additional equity investments in the form of * 


capital contributions in Alabama, Georgia Power 
Company, (“Georgia”), Gulf, and Mississippi, to make 
loans to Southern Company Services, Inc., to pay 
such notes when due, and for other corporate 
purposes. Southern proposes herein to make capital 
contributions from April 1, 1978, through March 31, 
1979, as follows: $180,000,000 to Alabama; 
$70,000,000 to Georgia; $6,000,000 to Gulf; and 
$10,000,000 to Mississippi. 


The proceeds from the bank notes and commercial 
paper notes will be used by Alabama, Gulf, and 
Mississippi, respectively, to reimburse their treasuries 
for part of the expenditures in connection with their 
construction programs and to finance in part their 
future construction programs, to pay at maturity from 
time to time outstanding bank notes and commercial 
paper notes incurred for such purpose, and for other 
lawful purposes. Construction expenditures for 
Alabama for 1978 and 1979 are estimated at 
$494 390,000 and $704,741,000 respectively. Construc- 
tion expenditures for 1978 and January-March 1979 are 
estimated at $64,596,000 and $20,481,000, respec- 
tively for Gulf and $37,470,000 and $9,104,000, 
respectively for Mississippi. 


The applicants-declarants request exception from the 
competitive bidding requirements of Rule 50 in 





z 


connection with the sale of commercial paper notes 
pursuant to clause (a)(5) thereof. It is stated, in this 
connection, that (a) all commercial paper which they 
propose to issue and sell will have a maturity not in 
excess of 270 days, (b) current rates for commercial 
paper for prime borrowers, such as_ applicants- 
declarants, are published daily in financial publica- 
tions, and (c) it is not practical to invite invitations for 
bids for commercial paper. It is also requested that 
authorization be granted to file certificates of 
notification under Rule 24 on a quarterly basis. 


The Alabama Public Service Commission has 
authorized the issuance of notes to banks and the 
issuance of commercial paper by Alabama. The 
Florida Public Service Commission has authorized the 
issuance of notes to banks and the issuance of 
commerical paper by Gulf. No other state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20420), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted and 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act, except that the time for 
filing the certification thereunder with respect to the 
proposed transactions is extended as requested so as 
to allow filing on a quarterly basis. 


IT {S§ FURTHER ORDERED that jurisdiction be and it 
hereby is reserved with respect to that portion of the 
proposed borrowings in the case of Alabama in 
excess of a maximum aggregate amount of 
$305,000,000 outstanding at any one time. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20470/March 24, 1978 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
30 Rockefeller Plaza 
New York, New YUork 10020 


(70-5799) 


NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
GARDING ISSUANCE OF COMMON STOCK 


NOTICE IS HEREBY GIVEN that Consolidated Natural 
Gas Company (“Consolidated”), a registered holding 
company, has filed with this Commission a third post- 
effective amendment to the declaration in this 
proceeding pursuant to Sections 6(a), 7 and 12(c) of 
the Public Utility Holding Company Act of 1935 
(“Act”) regarding the following proposed transactions. 
All interested persons are referred to the amended 
declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


By Supplemental Order dated July 19, 1976 (HCAR 
No. 19616), the Commission authorized Consolidated 
to sell up to 750,000 shares of Common Stock, $8 par 
value, to its Dividend Reinvestment Plan (“DRP”) and 
to the trustees of the Employee Stock Ownership Plan 
(“ESOP”). Of said 750,000 shares of common stock, 
an aggregate of 680,000 shares was authorized to be 
issued to Manufacturers Hanover Trust Company, 
Agent for stockholders participating in the DRP, or its 
nominee, until December 31, 1978 and an aggregate of 
70,000 shares was authorized to be issued to the 
ESOP trustees until Deceimber 31, 1977. 


It is stated that as of December 31, 1977, 180,381 
shares had been issued to the Agent for the DRP, and 
it is estimated that an additional 160,000 shares will 
be issued by yearend 1978, bringing the total issued 
at that point to approximately 340,000. As of 
December 31, 1977, when the Commission’s 
authorization expired, a total of 44,691 shares had 
been issued to the ESOP trustees. 


Consolidated now seeks to extend to December 31, 
1979, the authorization to issue up to 750,000 shares 
of its Common Stock, $8 par value, to the DRP agents 
and ESOP trustees. Consolidated proposes to issue to 
either the DRP or ESOP an unrestricted number of 
shares not exceeding the unissued balance of the 
750,000 shares previously authorized and seeks to 
amend the declaration, as amended, to eliminate the 
allocation of 680,000 shares to the DRP and 70,000 
shares to the ESOP. 
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Consolidated states that the Tax Reform Act of 1976 
extended the additional 1% investment tax credit to 
qualified property additions made after 1976 through 
1980 and that this Act also permits Consolidated to 
take an additional investment tax credit of 0.5% of 
qualified property additions each year to the extent 
that matching employee contributions are made to the 
ESOP. It is further stated that the Board of Directors 
of Consolidated has elected to continue to ESOP 
through 1980 and also to implement the additional 
0.5% investment tax credit allowed by the Act. Thus, 
employees of Consolidated and its subsidiaries will 
be afforded an opportunity to contribute and acquire 
more shares through the ESOP. However, because of 
limitations in Consolidated’s Certificate of Incorpora- 
tion, purchases of shares made with the employees’ 
matching funds will be on the open market. It is 
currently estimated that the 1-1/2% of investment tax 
credit for 1977 will be $2,300,000. At $40 per share, 
this figure equals 57,500 shares. On the basis of this 
estimate, approximately 102,000 shares will have been 
issued by Consolidated to the trustees of the ESOP 
from its inception through 1978. 


Based upon the above, Consolidated estimates that a 
total of approximately 442,000 of the 750,000 shares 
authorized will have been issued by yearend 1978. The 
remaining 308,000 shares available for both Plans, are 
expected to be sufficient through 1979. 


The fees and expenses to be incurred in connection 
with the this post-effective amendment are estimated 
not to exceed $1,050, including $1,000 for services 
performed by Consolidated Natural Gas Service 
Company, Inc. It is stated that no state or federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 13, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
post-effective amendment which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the declarant at the above- 
stated address and proof of service (be affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration, as amended or as it may be further 
amended, may be permitted to become effective as 
provided in Rule 23 oif the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
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other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders _ 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20471/March 28, 1978 


In the Matter of 


NORTHEAST UTILITIES 
West Springfield, Massachusetts 


(70-6120) 
ORDER AUTHORIZING ISSUANCE AND SALE OF 


COMMON STOCK PURSUANT TO A DIVIDEND 
REINVESTMENT PLAN 


Northeast Utilities (“Northeast”), a registered holding 
company, has filed an application-declaration and 
amendments thereto with this Commission pursuant 
to Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rule 50(a)(5) 
promulgated thereunder regarding the proposed 
transaction. 


Pursuant to Commission order dated March 25, 1977 
(HCAR No. 19961), Northeast has been authorized to 
issue and sell up to 3,000,000 of its authorized but 
unissued common shares, par value $5 per share, 
pursuant to its Dividend Reinvestment and Common 
Share Purchase Plan adopted in 1974 (“Plan”). As of 
February 1, 1978, Northeast had issued and sold 
2,474,637 of its authorized common shares pursuant 
to the Plan. 


Northeast proposes to issue and sell from time to 
time up to April 15, 1979, the 525,363 shares 
remaining from the 3,000,000 shares previously 
authorized, plus a maximum of 1,000,000 additional 
authorized but unissued shares (“‘Additional Common 
Shares”). The purchase price for the 525,363 shares 
remaining from those previously authorized and for 
the Additional Common Shares will be the average of 





the closing sales prices for common shares during the 


mfifteen trading days immediately preceding the 
zZ lividend payment due. 


j 


As of February 1, 1978, the proceeds from the sale of 
shares pursuant to the Plan had been applied to the 
repayment of short-term borrowings incurred for 
capital contributions or advances to Northeast’s 
subsidiaries to finance the cost of the continuing 
construction proram of the Northeast Utilities System. 
The proceeds from the sale of the balance of the 
Additional Common Shares (estimated at approxi- 
mately $16,016,311, assuming all of the remaining 
1,525,363 Additional Common Shares are sold at a 
price of $10.50 per share) will also be applied to the 
repayment of short-term borrowings incurred for 
capital contributions or advances to Northeast’s 
subsidiaries to finance the cost of the continuing 
construction program of the Northeast Utilities 
System. 


The fees, commissions and expenses to be incurred in 
connection with the proposed transaction are 
estimated at $137,000, including legal fees of $13,000, 
and accounting fees of $14,000. It is stated that no 
state commission and federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20431) and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted and 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act, and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulations, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20472/March 28, 1978 


In The Matter of 
ARKANSAS- MISSOURI POWER 


ASSOCIATED NATURAL GAS COMPANY 
405 West Park Street 
Blytheville, Arkansas 72315 


(70-5902) 


NOTICE OF PROPOSAL BY AFFILIATED PUBLIC 
UTILITY COMPANIES TO TRANSFER GAS PRO- 
PERTIES AND OF RELATED FINANCINGS 


NOTICE IS HEREBY GIVEN that Arkansas-Missouri 
Power Company (“‘Ark-Mo”), a public utility subsidiary 
of Middle South Utilities, Inc. (“Middle South”), a 
registered holding company, and Associated Natural 
Gas Company (“Associated”), a gas utility subsidiary 
of Ark-Mo, have filed post-effective amendments to 
their previously amended application-declaration 
pursuant to Sections 6, 7, 9, 10 and 12 of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rules 42, 43, 44, 45 and 50 promulgated thereunder 
regarding the following proposed transactions. All 
interested persons are referred to the post-effective 
amendments, which are summarized below, for a 
complete statement of the proposals. 


By order dated May 5, 1971 (HCAR No. 17116), the 
Commission approved the acquisition by Middle 
South of the outstanding common and preferred stock 
of Ark-Mo. The order was predicated upon a finding 
that the acquisition would tend towards the 
economical and efficient development of an integrated 
electric utility system. Approval was conditional, 
however, upon Middle South’s commitment to 
dispose of any direct or indirect interest in the gas 
utility properties of Ark-Mo and its subsidiary, 
Associated. Beginning in 1973, Middle South solicited 
bids for the gas properties from interested persons. 
Several offers were received in 1974, and Middle South 
conducted negotiations with persons who had 
responded to the invitation. Ultimately, these 
negotiations proved unproductive, and Middle South 
discontinued further discussions in early 1976. 
Thereafter, Ark-Mo and Associated filed an 
application in this proceeding detailing a comprehen- 
sive plan to reorganize the two companies in order to 
transfer all of Ark-Mo’s gas properties to Associated 
and to issue and sell, in negotiated private offerings, 
various securities related to the transfer. The 
reorganization is a prelude to the eventual disposition, 
by sale or otherwise, of Associated’s stock or assets. 
An exception from the competitive bidding 
requirements of Rule 50 was granted to permit Ark-Mo 


SEC DOCKET/623 





and Associated to negotiate with private institutional 
investors for the placement of their respective first 
mortgage bonds. (See HCAR No. 19864, February 1, 
1977, and HCAR No. 19872, February 4, 1977). 


Ark-Mo’s gas system, which includes a liquefied 
natural gas facility, is located in northeast Arkansas 
and southeast Missouri, and is adjacent to 
Associated’s principal gas distribution system. At 
January 31, 1978, Ark-Mo’s gas system had a 
depreciated book cost of $10,922,531, and, for the 
twelve months then ended, the company reported 
gross operating revenues of $62,714,534. Associated 
had net gas plant of $9,712,789 at January 31, 1978, 
and reported operating revenues of $13,686,257 for the 
year then ended. On a pro forma basis, giving effect 
to the consolidation of the two gas systems as of 
January 31, 1978, Assoicated would have net gas 
plant of $20,635,320. 


Ark-Mo proposes to sell to Associated all of its gas 
utility facilities, together with related assets and 
liabilities incident to the conduct of Ark-Mo’s gas 
business, for cash in the amount of the depreciated 
book cost thereof as of the date of closing (“Closing 
Date’’), with appropriate adjustments thereto in 
respect of the related assets and liabilities being 
transferred on that date (representing a net credit 
against the purchase price of $833,932 as of January 
31, 1978). To finance the purchase price, to enable it 
to retire $2,750,000 in short-term debt and to provide 
it with additional working capital, Assoicated 
proposes to issue and sell up to $7,000,000 in first 
mortgage bonds, a $4,000,000 subordinated note, and 
$2,800,000 of additional common stock. 


Associated proposes to sell its first mortgage bonds, 


9-3/8% Series B due March 1, 1993 (“Series B 
Bonds”) at par to two institutional investors slected 
from approximately 43 potential purchasers from 
whom Kidder, Peabody & Co., Inc. (“Kidder”), acting 
as Associated’s investment advisor, solicited 
proposals. The Series B Bonds will be dated as of the 
Closing Date, bear interest at the rate of 9-3/8% per 
annum, payable semi-annually, and be issued under 
an Indenture of Mortgage and Deed of Trust 
(‘Mortgage’), dated March 1, 1978, between 
Associated and Commerce Bank of Kansas City, 
Missouri, as Trustee. Associated’s Mortgage provides, 
among other things, for redemption of an aggregate of 
$5,110,000 in principal amount of Series B Bonds, 
plus accrued interest, through the operation of an 
annual cash sinking fund, commencing on March 1, 
1979; for optional prepayment on or after March 1, 
1985, at a premium of 104.69% of the principal 
amount of the Series B Bonds, and declining 
thereafter, plus accrued interest, and for special 
prepayment of all of the Series B Bonds, at a premium 
of 104.687% of the principal amount thereof if 
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redemmed during the period ending February 28, 
1979, and declining thereafter, plus accrued interest, 
in the event of the sale of all or substantially all of the 

assets of Associated. by 


To finance the balance of the purchase pprice, 
Associated proposes to issue to Ark-Mo a $4,000,000 
subordinated note and 102,580 additional shares of 
common stock for a cash consideration of $2,800,000. 
The subordinated note will be dated the Closing Date, 
mature March 15, 1993, and bear interest at a rate of 
7-1/2% per annum, payable semi-annually. Associ- 
ated may not redeem or retire the subordinated note 
prior to maturity unless, prior thereto, Associated 
shall have paid in full all principal, premium (if any) 
and interest on the Series B Bonds; provided, 
however, that the subordinated note may be prepaid in 
connection with the sale by Associated of all or 
substantially all of its assets or the sale by Ark-Mo of 
Associated’s common stock if, in each case, the 
holders of the Series B Bonds are given the option of 
requiring redemption of the Series B Bonds at the 
applicable special redemption price. 


In addition to the Series B Bonds proposed to be sold, 
Associated proposes to issue in exchange for and 
cancellation of $896,000 in principal amount of first 
mortgage bonds, 5-3/8% due 1982, now outstanding, 
an identical amount of first mortgage bonds, 5-3/8% 
Series A due December 1, 1982 (“Series A Bonds”). 
The Series A Bonds will be issued under and be - 
secured by the Associated Mortgage and bear the 
same interest rate and be subject to the same 
redemption provisions applicable to the presently 
outstanding first mortgage bonds. 


To provide funds for the purchase of Associated’s 
common stock and subordinated note and to enable it 
to retire short-term borrowings outstanding on the 
Closing Date, presently estimated to aggregate 
$12,750,000 in principal amount, Ark-Mo proposes to 
sell up to $10,000,000 in principal amount of its first 
mortgage bonds, 8-3/4% Series J due March 1, 1998 
(“Series J Bonds”) at par to six insurance companies 
selected from among 42 institutional investors from 
whom Kidder, acting as Ark-Mo’s investment advisor, 
solicited proposals. The Series J Bonds will be dated 
as of the Closing Date, bear interest at a rate of 
8-3/4% per annum, payable semi-annually, and be 
issued under a proposed tenth supplemental 
indenture (“Supplemental Indenture”) dated March 1, 
1978, to an indenture dated December 1, 1944, 
between Ark-Mo’s predecessor and Continental 
Illinois National Bank and Trust Company of Chicago, 
Illinois, et al., Trustees. The Supplemental Indenture 
provides, among other things, for redemption of 
$200,000 in principal amount of the Series J Bonds for 
the calendar year 1979 and each year thereafter 
through the operaion of an annual cash sinking fund, 





and for optional redemption, in whole or in part, at 


‘pany time, at a premium of 108.75% of the principal 
& amount of the Series J Bonds if redeemed during the 


i 


year ended February 28, 1979, and declining 
thereafter, plus accrued interest; provided, however, 
that Ark-Mo may not so redeem the Series J bonds 
prior to March 1, 1988, with funds borrowed at an 
effective interest cost to Ark-Mo of less than 8-3/4% 
per annum. 


It is stated that the fees of Kidder to be paid by 
Associated and Ark-Mo upon consummation of the 
sale of the Series B and J Bonds are $35,000 and 
$50,000, respectively, and that a statement of other 
fees, commissions and expenses incurred or to be 
incurred by the companies will be supplied by further 
post-effective amendment to this application-declara- 
tion. It is further stated that the Arkansas Public 
Service Commission and the Public Service 
Commission of Missouri have jurisdiction over all of 
the transactions proposed herein, and that the 
Federal Energy Regulatory commission has jurisdic- 
tion under the Natural Gas Act over the proposed sale 
by Ark-Mo to Associated, and the proposed 
acquisition by Associated from Ark-Mo, of those 
natural gas facilities constituting part of the Ark-Mo 
gas system used for the transportation of natural gas 
in interestate commerce. Applications to and orders 
issued by those commissions will also be supplied by 
post-effective amendment. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 20, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
post-effective amendments which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the post-effective amendments, 
as filed or as they may be further amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will 
receive any notices or orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20473/March 29, 1978 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Wilmington, Delaware 


(70-6115) 


ORDER AUTHORIZING CHARTER AMENDMENT TO 
INCREASE AUTHORIZED COMMON STOCK 


Central and South West Corporation (“CSW”), a 
registered holding company, has filed with this 
Commission a declaration and an amendment thereto 
pursuant to Sections 6(a), 7 and 12(e) of the Public 
Utility Holding Company Act of 1935 (“Act”) and Rule 
62 promulgated thereunder concerning the following 
proposed transaction. 


CSW proposes to amend its Restated Certificate of 
Incorporation, as heretofore amended, to increase its 
authorized common stock, par value $3.50, from 
65,300,000 to 80,000,000 shares. It is stated that the 
increase of 14,700,000 in its authorized common stock 
is proposed to permit the issuance and sale of 
additional common stock during the next two or three 
years. Proceeds from the sale of such additional 
shares will be used to help finance planned 
construction expenditures of its subsidiaries, which 
expenditures are estimated at $1,837,429,000 for 
1978-1980. Approximately 57,939,921 shares of 
common stock are now outstanding. 


CSW proposes to submit the amendment to its 
stockholders at its annual meeting to be held on April 
20, 1978. In connection therewith, CSW has previously 
been authorized (HCAR No. 20425) to solicit proxies 
from the holders of its common stock. An affirmative 
vote of the holders of a majority of the outstanding 
shares of common stock issued and entitled to vote at 
the annual meeting is required for adoption of the 
amendment. 
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The fees and expenses to be incurred in connection 
with the prooposes transaciion, including proxy 
solicitation costs, are estimated at $36,900. No state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20425), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration, as amended, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20474/March 29, 1978 


In the Matter of 
NEW ENGLAND ELECTRIC SYSTEM 
GRANITE STATE ELECTRIC COMPANY 


NEW ENGLAND POWER COMPANY 
Westborough, Massachusetts 01581 


(70-6121) 


ORDER AUTHORIZING PROPOSED SHORT-TERM 
BORROWINGS BY OPERATING SUBSIDIARIES OF 
HOLDING COMPANY AND OF PROPOSED LOANS 
BY HOLDING COMPANY TO SUBSIDIARIES AND OF 
PROPOSED SALE OF COMMERCIAL PAPER BY 
SUBSIDIARY AND GRANTING EXCEPTION FROM 
COMPETITIVE BIDDING 
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New England Electric System (“NEES”), a registered 


holding company, and Granite State Electric Company = » 


(“Granite’), and New England Power Company 
(“NEPCO”), operating subsidiaries of NEES, have ~ 
filed an application-declaration and amendments 
thereto with this Commission pursuant to Sections 
6(a), 7, 9(a), 10 and 12 of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rules 42, 43, 45 and 
50, promulgated thereunder regarding the following 
proposed transactions. 


Granite and NEPCO propose during the period from 
the date of the Commission’s order hereunder through 
March 30, 1979 to issue short-term promissory notes 
to the below listed banks and/or to NEES, and 
NEPCO also proposes to issue notes to dealers in 
commercial paper. 


The amounts shown below are the maximum face 
amounts of notes of each borrowing company to be 
held by the lenders at any one time pursuant to 
authority requested hereunder. The amounts shown 
below, indicating the amount each borrowing 
company may borrow from the particular bank, may 
be increased or decreased during the year but at no 
time will the aggregate amount of short-term 
borrowings from all banks for each of the borrowing 
companies exceed the aggregate authorized amount. 
The maximum amounts of short-term borrowings 
authorized to be outstanding at any one time by 


NEPCO ($130,000,000) from banks and NEES will be ~ 


reduced by the amount of its commercial paper 
outstanding at that time. 


Proposed Maximum Short-term Debt to be 
Outstanding at Any One Time During 
Period. 


(Thousands of dollars) 





Banks or NEES (a) 
Borrowing Company 


GRANITE 


THE FIRST NATIONAL BANK OF BOSTON, 
BOSTON, MASS. $ 


NEPCO 


BANK OF AMERICA, NORTH AMERICA DIVISION, 
NEW YORK, N.Y. 2,000 
BAYBANK NEWTON-WALTHAM TRUST 
COMPANY, WALTHAM, MASS. 2,000 
BROWN BROTHERS HARRIMAN AND COMPANY, 
BOSTON, MASS. 2,000 
CHASE MANHATTAN BANK, N.A., 
NEW YORK, N.Y. 
CHEMICAL BANK, NEW YORK, N.Y. 
CITIBANK, N.A., NEW YORK, N.Y. 





CONTINENTAL ILLINOIS NATIONAL BANK AND 
TRUST COMPANY, CHICAGO, ILL. 5,000 
... THE FIRST NATIONAL BANK OF BOSTON, 
BOSTON, MASS. 
THE FIRST NATIONAL BANK OF CHICAGO, 
CHICAGO, ILLINOIS 
IRVING TRUST COMPANY, NEW YORK, 
N.Y. 
MANUFACTURERS HANOVER TRUST, 
NEW YORK, N.Y. 
MORGAN GUARANTY TRUST COMPANY, 
NEW YORK, N.Y. 12,000 
NEW ENGLAND MERCHANTS NATIONAL BANK, 
BOSTON, MASS. 5,000 
SHAWMUT BANK OF BOSTON, N.A., 
BOSTON, MASS. 5,000 
STATE STREET BANK AND TRUST COMPANY, 
BOSTON, MASS. 3,000 
WORCESTER COUNTY NATIONAL BANK, 
WORCESTER, MASS. 


30,000 
2,000 
12,000 


12,000 


2,500 





TOTAL NEPCO $130,000 


(a) Or Commercial Paper in The Case of NEPCO 


NEPCO requests a maximum borrowing authority of 
$130,000,000 to be reduced by the amount of proceeds 
of any sales of first mortgage bonds during the 
period. 


The proceeds of such proposed borrowings are to be 
used to pay then outstanding notes initially issued to 
banks, dealers in commercial paper and/or to NEES at 
or prior to maturity and to provide new money for 
capitalizable expenditures or to reimburse the treasury 
therefore. Granite as of December 31, 1977, has no 
outstanding short-term debt and estimates its 
construction expenditures through March 31, 1979, at 
$2,415,000. NEPCO, as of December 31, 1977, has 
$44,325,000 in outstanding short-term debt and 
estimates its construction expenditures through 
March 31, 1979, at $134,400,000. 


The proposed borrowings from banks and/or NEES 
will be evidenced by notes payable maturing in less 
than one year from the date of issuance, and will 
provide for prior payment in whole or in part without 
premium. The borrowing companies will maintain 
funds in the banks which represent compensating 
balances or in lieu thereof will pay fees to the banks 
equivalent to such compensating balance require- 
ments. The notes to banks will bear interest at not in 
excess of the prime rate in effect at the time 
borrowings are made. Based on compensating 
balance requirements of about 10 to 20%, or fees 
equivalent thereto, the effective interest cost of bank 
~ borrowing would be approximately 10.0% per annum, 
based on the current prime rate of 8%. The effective 


interest cost of borrowings from NEES would be the 
prime rate. 


It is proposed that Granite and NEPCO may prepay 
their notes to NEES, in whole or in part, with 
borrowings from banks or from the sale of commercial 
paper, or that their borrowings from banks may be 
prepaid, in whole or in part, with borrowings from 
NEES or from the sale of commercial paper. In the 
event of borrowings from banks at a higher interest 
rate or the sale of commercial paper at a higher 
effective interest cost, to prepay notes to NEES, 
NEES will credit the borrowers for any excess interest 
from the date of issuance of the new notes or 
commercial paper to the normal maturity date of the 
notes to NEES being prepaid. Conversely, in the event 
of borrowings from NEES to prepay notes to banks, 
the interest rate of the notes issued to NEES will be 
the lower of (1) the interest rate on the notes being 
prepaid or (2) the prime interest rate in effect, but with 
respect to (1) only to the maturity date of the notes so 
prepaid, and thereafter at the prime interest rate in 
effect at the time the new notes are issued. 


NEPCO proposes to issue and sell commercial paper 
during the period through March 31, 1979, directly to 
Lehman Commercial Paper Incorporated (“Lehman”) 
and/or A.G. Becker & Co., Incorporated (“Becker”), 
dealers in commercial paper. Lehman and Becker, as 
principals, will reoffer such commercial paper to not 
more than 100 of their respective customers whose 
names appear on non-public lists prepared in advance 
by Lehman and Becker. No additions will be made to 
such lists of customers. It is expected that such 
commercial paper will be held to maturity by the 
purchasers from the dealers, but, if any such 
purchaser wishes to resell prior to maturity, Lehman 
or Becker, as the case may be, pursuant to an oral 
repurchase agreement will repurchase the paper for 
resale to others on said lists of customers. 


The commercial paper so issued and sold by NEPCO 
will be in the form of unsecured promissory notes 
having varying maturities of not in excess of 270 days. 
Actual maturities will be determined by market 
conditions, the effective interest cost to the issuer, 
and the issuer’s cash requirements at the time of 
issuance. The commercial paper will be in 
denominations of not less than $50,000 and not more 
than $1,000,000. The terms of the commercial paper 
do not provide for prepayment prior to maturity. The 
commercial paper will be purchased by Lehman and 
Becker from the issuer at a discount which will not be 
in excess of the discount rate per annum prevailing at 
the date of issuance for the particular maturity at 
which prime commercial paper of comparable quality 
is sold by public utility issuers to commercial paper 
dealers. Lehman and Becker will initially reoffer the 
commercial paper at a discount rate not more than 1/8 
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of 1% per annum less than the prevailing discount 
rate to the issuer. 


The effective interest cost to the issuer on such paper 
will not exceed the effective interest costs at the time 
of issue for borrowings from The First National Bank 
of Boston, except that, in order to obtain maximum 
flexibility, commercial paper may be issued with a 
maturity of not more than 90 days from the date of 
issue with an effective cost in excess of such effective 
interest cost from The First National Bank of Boston. 


With respect to the issue and sale of notes by it to 
Lehman and Becker, NEPCO requests an exemption 
from the competitive bidding requirements of Rule 50 
pursuant to paragraph (a)(5) thereof on the grounds 
that (a) the commercial paper to be issued will have 
maturities of not more than nine months; (b) the 
effective interest cost thereon will not exceed the 
effective interest costs at the time of borrowings from 
The First National Bank of Boston, except that, in 
order to obtain maximum flexibility, commercial paper 
may be issued with a maturity of not more than 90 
days from the date of issue with an effective cost in 
excess of such effctive interest cost, from The First 
National Bank of Boston; (c) the current rates for 
commercial paper for a prime borrower such as 
NEPCO are readily ascertainable by reference to daily 
financial publications; and (d) it is not practical to 
publish invitations for bids for commercial paper. 


It is stated that there are no fees or commissions, 
other than a $2,000 filing fee to be paid in connection 
with the proposed transactions and that incidental 
services in connection with the proposed transactions 
will be performed, at cost, by New England Power 
Service Company, an affiliated service company; such 
cost is estimated not to exceed $200 for each 
applicant-declarant, an aggregate of $600. Including 
their pro rata share of the filing fee, total expenses for 
each applicant-declarant is approximately $900. 


The New Hampshire Public Utilities Commission has 
authorized the proposed issuance of short-term 
promissory notes by Granite and NEPCO. No other 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20422), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
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the interest of investors and consumers that said 
application-declaration, as amended, be granted ang 


permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, 


except that certificates thereunder shall be filed 
quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935) 
Release No. 20475/March 30, 1978 i 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


NATIONAL FUEL GAS DISTRIBUTION CORPORA- 
TION 


10 Layfayette Square Buffalo, New York 14203 


NATIONAL FUEL GAS SUPPLY CORPORATION 
308 Seneca Street 


Oil City, Pennsylvania 16301 
(70-6137) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS BY HOLDING 
COMPANY AND RELATED SHORT-TERM NOTES TO 
HOLDING COMPANY BY SUBSIDIARIES 


NOTICE IS HEREBY GIVEN that National Fuel Gas 
company (“National”), a registered holding company, 
and two of its wholly-owned subsidiary companies, 
National Fuel Gas distribution Corporation (“Distribu- 
tion Corporation”) and National Fuel Gas Suppl) 
Corporation (“Supply Corporation”) have filed an 





© 


~ 


»application-declaration with this Commission pur- 


4 


suant to the Public Utility Holding Company Act of 
1935 (“Act”), designating Sections 6(a), 7, 9(a), 10 
12(b), and 12(f) of the Act and Rules 42, 43, and 45 
promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
application-declaration, which is summarized below, 
for a complete statement of the proposed 
transactions. 


National proposes to issue and sell from time to time 
through December 29, 1978, up to $22,000,000 
aggregate principal amount at any one time 
outstanding of its short-term unsecured notes to The 
Chase Manhattan Bank, N.S. (“Chase”) and to loan 
the proceeds therefrom to Distribtuion Corporation. 
Such borrowings from Chase are subject to the 
condition that the total borrowings by National in 
connection with this transaction together with the 
funds loaned by Supply Corporation to Distribution 
Corporation pursuant to HCAR No. 20440 (March 9, 
1978) will not at any one time exceed $22,000,000. The 
short-term unsecured notes issued to Chase will be 
dated as of the date of issue, will mature not later 
than twelve months from the date thereof, will be 
prepayable at any time without premium, and will bear 
interest based on the Chase prime rate as it fluctuates 
from time to time. National has informally agreed with 
Chase to maintain average balances of 20% of the 
average loans outstanding; however, the average 
balances maintained for normal operating needs are 
sufficient to cover these amounts. Assuming an 
average balance of 20% were required, the effective 
cost of money, based on an 8% prime rate, would be 
10%. There will be no commitment fee or any closing 
or related costs in connection with the notes to 
Chase. 


National proposes to use the proceeds from the sale 
of said short-term notes to acquire for cash from time 
to time up to $22,000,000 aggregate principal amount 
at any one time outstanding of short-term unsecured 
notes from Distribution Corporation. Each such note 
will be dated the same date and bear the same 
effective interest rate as the related short-term note of 
National and will mature within twelve months from 
its date of issue, with interest payable quarterly until 
the principal amount is paid in full. Distribution 
Corporation will have the option, after payment of all 
notes of prior maturity, to prepay any note issued 
pursuant to this transaction at any time or from time 
to time, in whole or in part, without premium. 
Distribution Corporation proposes to use the proceeds 
from the sale of its notes for working capital and 
construction. 


’ National also intends to establish lines of credit with 
‘various banks aggregating $40,000,000 and proposes 


to issue and sell from time to time through December 


29, 1978, short-term unsecured notes pursuant thereto 
up to an aggregate principal amount at any one time 
outstanding of $40,000,000 and loan the proceeds 
therefrom to Supply Corporation. The names of the 
banks and the maximum amount to be borrowed and 


outstanding at any one time from each such bank are 
as follows: 


BUFFALO GROUP 


Marine Midland Bank-Western, 
Buffalo, N.Y. 

Manufacturers & Traders Trust Company, 
Buffalo, N.Y. 

Liberty National Bank & Trust Company, 
Buffalo, N.Y. 

The Chase Manhattan Bank, N.A., 
Buffalo, N.Y. 

Manfacturers Hanover Trust Company, 
Buffalo, N.Y. 


$17,000,000 
7,000,000 
1,000,000 
1,500,000 
1,500,000 

ERIE GROUP 

First National Bank of Pennsylvania, 
Erie, Pa. 


Marine National Bank, Erie, Pa. 
Warren National Bank, Warren, Pa. 


OIL CITY GROUP 


First Seneca Bank & Trust Company, 
Oil City, Pa. 
Pennsylvania Bank & Trust Company, 
Titusville, Pa. 2,400,000 
Northwest Pennsylvania Bank & Trust Company, 
Oil City, Pa. 1,500,000 
McDowell National Bank, Sharon, Pa. 1,100,000 


2,250,000 





$40,000,000 








The proposed notes will be dated the date of issue, 
will mature not later than twelve months from the date 
thereof, and will be prepayable at any time, in whole 
or in part, without penalty or premium. The notes 
issued and sold to the Erie and Oil City banks will 
bear interest at the prime rate of interest in effect from 
time to time of The Chase Manhattan Bank, N.A., 
New York City. The notes to be issued and sold to the 
Buffalo banks will bear interest at the prime rate of 
interest in effect from time to time of each individual 
bank. There will be no commitment fee or any closing 
or related costs in connection with these borrowings. 


National proposes to use the proceeds from the sale 
of said notes to acquire for cash from time to time up 
to $40,000,000 aggregate principal amount at any one 
time outstanding of short-term unsecured notes 
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issued by Supply Corporation. Each note of Supply 
Corporation will be dated the date and bear the 
effective interest rate of the related short-term note of 
National. Each note will mature within twelve months 
from its date of issue, with interest payable monthly 
until the principal amount is paid in full. Supply 
Corporation will have the option to prepay any such 
note at any time or from time to time, in whole or in 
part, without penalty or premium. Supply Corporation 
proposes to use the proceeds from the sale of its 
notes for working capital and to purchase gas placed 
in storage during the summer months. Repayment of 
these notes by Supply Corporation will be made as 
gas is withdrawn from storage and sold and from 
funds generated internally. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$6,600, including legal fees of $4,500. It is stated that 
no state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. National requests that it be 
permitted to file the certificates required by Rule 24 
relating to the proposed transactions on a quarterly 
basis. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 24, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the Generl Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will 
receive any notices or orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20476/March 30, 1978 rs 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 


ASH CREEK MINING COMPANY 
Tulsa, Oklahoma 


(70-5868) 


SUPPLEMENTAL ORDER EXTENDING EXISTING 
AUTHORIZATION TO ENGAGE IN COAL EXPLORA- 
TION AND DEVELOPMENT PROGRAMS 


Public Service Company of Oklahoma (“PSO”), an 
electric utility subsidiary of Central and South West 
Corporation (“CSW”), a registered holding company 
and Ash Creek Mining Company (“Ash Creek”), a 
subsidiary mining company of PSO, have filed a post- 
effective amendment to their application-declaration, 
as amended, previously filed with this Commission 
pursuant to Sections 6, 7, 0(a), 10 and 12 of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rules 43 and 45 promulgated thereunder regarding the 
following proposal. 


By order dated November 30, 1976 (HCAR No. 19777) 
PSO was authorized to organize and acquire all of the 
authorized common stock of a new coal mining 
subsidiary corporation, Ash Creek. PSO was also 
authorized to transfer to Ash Creek all of its existing 
coal interests in exchange for Ash Creek’s common 
stock in an aggregate par value equal to PSO’s capital 
costs relating to the coal interests. Pursuant to this 
authorization, PSO transferred to Ash Creek 
properties having a cost basis of $3,839,040 in return 
for 383,904 shares of common stock, par value $10 per 
share, of Ash Creek. Additional properties have not 
yet been transferred and remain in PSO ownership. 
PSO also was authorized to make through December 
31, 1977 short-term loans to Ash Creek, via either 
open account advances or evidenced by notes, in an 
aggregate amount not to exceed $12,500,000 at any 
time outstanding, to finance Ash Creek’s fuel 
programs. That authorization was twice extended 
pursuant to Supplemental Commission Orders, each 
time for a 45 day period, with the first such extension 
period terminating February 14, 1978 and the second 
terminating March 31, 1978 (HCAR Nos. 20329 and 
20414). 


PSO and Ash Creek now request that the authorization 
be extended for a 15-day period ending April 15, 1978. 
During this period, no transfers to Ash Creek of the 
coal interests remaining in PSO will be made. 





Ash Creek will report to the Commission, to the 
®extent required by Rule 24 promulgated under the Act, 
,.on interests acquired and disposed of, operations 
undertaken and expenditures made pursuant to the 
extended authorization herein requested. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. Fees and expenses to be 
incurred in connection with the proposed transaction 
are estimated at $50. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that the application-declaration, as further 
amended by said post-effective amendment, be 
granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder that the authorization 
previously granted and permitted Ash Creek to make 
short-term borrowings from PSO to the extent of an 
aggregate amount not to exceed $12,500,000 and to 
expend such funds in fuel exploration and 
development programs be extended, effective 


» forthwith, until April 15, 1978 subject to the proviso 
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that any interest thereby acquired or developed be for 
the sole purpose of providing for the fuel needs of 
Northeastern plants #’s 3 and 4 and subject further to 
the proviso that no transfers to Ash Creek of the coal 
interests remaining in PSO be made during this 
extension period. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the price of coal 
sold by Ash Creek to PSO and to all other aspects of 
the application-declaration, as now amended, not 
specifically ordered herein. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 504/March 24, 1978 


The Securities and Exchange Commission has issued 
an order under the Trust Indenture Act (“Act”) on 
Application of American Airlines, Inc. (“American”) 
that the trusteeship of Bankers Trust Company of New 
York under an indenture of American is not so likely 
to involve a material conflict of interests as to make it 
necessary to disqualify Bankers Trust Company from 
acting as Trustee. 





INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10178/ March 24, 1978 


In the Matter of 
MERRILL LYNCH, PIERCE, FENNER & SMITH INC. 
BACHE HALSEY STUART SHIELDS INC. 


DEAN WITTER REYNOLDS INC. AND THE 
GOVERNMENT SECURITIES INCOME FUND, 
SECOND GNMA SERIES (a unit investment trust) and 
subsequent Series 


c/o MERRILL LYNCH, PIERCE, FENNER & SMITH 
INCORPORATED 

125 High Street 

Boston, Massachusetts 02110 


(812-4271) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
UNDER SECTION 6(c) OF THE ACT EXEMPTING 
CERTAIN TRANSACTIONS FROM THE PROVISIONS 
OF SECTION 14(a) OF THE ACT AND RULES 19b-1 
AND 22c-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that Merrill Lynch, 
Pierce, Fenner & Smith Incorporated, Bache Halsey 
Stuart Shields Incorporated, Dean Witter Reynolds Inc. 
(the ‘‘Sponsors’’) and The Government Securities 
Income Fund, Second GNMA Series (a unit investment 
trust) and subsequent Series (the ‘‘Fund’’) or indivi- 
dually, a (‘‘Series’’) (collectively, the ‘‘Applicants’’) 
filed an application on February 24, 2978 and an 
amendment and restatement thereof on March 24, 1978 
pursuant to Section 6(c) of the Investment Company Act 
of 1940, as amended (the ‘‘Act’’), for an order of the 
Commission exempting certain transactions of the 
Applicants from the provisions of Section 14(a) of the 
Act and Rules 19b-1 and 22c-1 thereunder to permit the 
Fund to (i) make a public offering of its securities 
without any requirement that the Sponsors take for 
their own accounts or sell $100,000 worth of such 


SEC DOCKET/631 





securities, (ii) make more than one distribution of 
capital gains in any one taxable year, (iii) permit the 
value of net assets to be determined as of a time other 
than the close of trading on the New York Stock 
Exchange during the initial offering period and in 
secondary market trading and (iv) permit, in secondary 
market trading, weekly retrospective pricing of Units of 
various Series of the Fund, subject to certain conditions 
specified in the amended application and as set forth 
below. All interested persons are referred to the 
amended application, which is on file with the 
Commission, for a statement of the representations 
made therein, which are summarized below. 


The Government Securities Income Fund, Second 
GNMaA Series (a unit investment trust) and subsequent 
Series is a unit investment trust and is registered under 
the Act. It filed a registration statement on Form 
N-8B-2 pursuant to Section 8(b) of the Act on February 
24, 1978. Each Series will be created under 
Massachusetts law by a Trust Indenture (“Indenture”) 
between the Sponsors, the Trustee (the Bank of New 
York), the Co-Trustee (Shawmut Bank of Boston, N.A.) 
and the Evaluator (Interactive Data Services, Inc.). The 
portfolio of each Series of the Fund will consist of 
securities (the ‘‘Securities’’) backed by the full faith 
and credit of the United States. The Applicants state 
that the representations in the amended application 
refer to the Second Series of the Fund (the ‘‘Second 
Series’’) unless otherwise indicated. 


Section 14(a) 


Section 14(a) of the Act, in substance, provides that no 
registered investment company and no principal 
underwriter for such a company shall make a public 
offering of securities of which such a company is the 
issuer unless (1) the company has a net worth of at least 
$100,000; (2) at the time of a previous public offering it 
had a net worth of $100,000; or (3) provision is made 
that a net worth of $100,000 will be obtained from not 
more than twenty-five responsible persons within 
ninety days, or the entire proceeds received, including 
sales charge, will be refunded. 


The Applicants state that each Series, at the date of 
deposit of the underlying Securities and before any Unit 
is offered to the public, is intended to have a net worth, 
represented by the market value of the Securities on 
that date as determined by the Evaluator, in excess of 
$100,000. The Applicants contend that each Series will 
have a net worth far in excess of $100,000 fully invested 
in Securities on the date of deposit for each Series and 
will therefore fully comply with the first requirement of 
Section 14(a). It is contended that any requirement that 
the Sponsors take for their own accounts or sell 
$100,000 worth of Units pursuant ot the third require- 
ment of Section 14(a) of the Act would be double 
compliance with the Act. 
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In connection with their request for exemption, the 


Applicants agree, as a condition to such exemption, -«» 


that they will refund, on demand and _ without: 


deduction, all sales charges to purchasers of Units of Yer 


any Series from the Sponsors or from any underwriter 
or dealer participating in the distribution, and liquidate 
the Securities held by such Series and distribute the 
proceeds thereof, if, within 90 days from the time that 
the registration statement relating to the Units of such 
Series shall have become effective under the Securities 
Act of 1933, the net worth of such Series shall be 
reduced to less than $100,000 or if such Series shall be 
reduced to less than $100,000 or if such Series shall 
have been terminated. The Sponsors further agree to 
instruct the Trustee to terminate such Series in the 
event redemption by the Sponsors of Units which have 
not been sold in the initial distribution thereof results in 
such Series have a net worth of less than 40% of the 
face amount of securities in its original portfolio, and in 
the event of any such termination the Sponsors will 
refund, on demand and without reduction, all sales 
charges to purchases of Units of such Series from the 
sponsors or from any underwriter or dealer 
participating in the distribution. The Sponsors further 
agree that any future Sponsor will, as a condition to 
becoming a Sponsor, agree to the foregoing under- 
taking. 


Rule 19b-1 


Rule 19b-1(a) provides in substance that no investment 
company which is a ‘‘registered investment company’”’ 
as defined in Section 851 of the Internal Revenue Code 
shall make more than one distribution of capital gains 
in any one taxable year. 


Distribution of principal, including any capital gains, 
and interest on the Second Series will be made to Unit- 
holders each month. The Applicants state that distri- 
butions of principal constituting capital gains to Unit- 
holders may arise in the following instances: (1) An 
issuer might call or redeem Securities held in the port- 
folio; (2) Securities might be liquidated in order to 
provide funds necessary to make redemptions; and (3) 
Securities might be disposed of in order to maintain 
the qualification of such Series as a _ regulated 
investment company under the Federal _ Internal 
Revenue Code. 


The Applicants contend that the dangers against 
which Rule 19b-1 is intended to guard do not exist in 
the situation of the Fund since the Fund and the 
Sponsors have no control over events which might 
trigger captial gains. Literal compliance with the Rule 
would require each Series to hold any moneys 
constituting capital gains from the disposition of 
Securities until the end of its taxable year. It is 
contended by the Applicants that such practice would 


~ 





clearly be to the detriment of Unitholders. Applicants 
» further point out that Paragraph (b) of Rule 19b-1 
ic» provides that a unit investment trust may distribute 


which would be used for redemption purposes, has so 
changed that it might have become higher than, or 
equal to the previous Friday’s offering side evaluation, 


capital gains dividends received from a regulated 
investment company within a reasonable time after 
receipt. The purpose behind such provision is to avoid 
forcing a unit investment trust to accumulate valid 
distributions received throughout the year until 
year-end. It is contended by the Applicants that the 
situation of the Fund is squarely within the intended 
objectives of such provision. 


Rule 22c-1 


Rule 22c-1 provides, in part, that redeemable 
securities of registered investment companies may be 
sold, redeemed or repurchased at a price based on the 
current net asset value (computed on each day during 
which the New York Stock Exchange is open for 
trading not less frequently than once daily as of the 
time of the close of trading on such Exchange) which 
is next computed after receipt of a tender of such 
security for redemption or of an order to purchase or 
sell such security. 


The Applicants state that Investment Company Act 
Release Nos. 5413 and 5519 put forward two purposes 
for Rule 22c-1: (1) to eliminate or reduce any dilution 
. of the value of outstanding redeemable securities of 
registered investment companies occurring through 
the practice or redeeming or repurchasing securities at 
a price above their net asset value or selling securities 
at a price based upon a previously established net 
asset value which permits a potential investor to take 
advantage of an upswing in the market and an 
accompanying increase in the net asset value of invest- 
ment company shares, and (2) to minimize speculative 
trading practices which so compromise registered 
investment companies as to be unfair to the holders of 
their outstanding securities. 


The Applicants contend that the sale and repurchase 
of Units of the Series in the secondary market cannot 
possibly dilute the value of outstanding securities. The 
Applicants also contend that the procedures followed 
in secondary market operations of the Fund cannot be 
regarded as encouraging speculative trading practices. 


It is contended that backward pricing is also a 
necessity. As a condition to the granting of an exemp- 
tive order by the Commission, the Applicants agree 
that a procedure will be instituted to ensure, without 
additional cost to investors, that an investor who 
wishes to dispose of his Units will never receive less 
than the redemption value by selling his Units to the 
Sponsors. The Evalutor will determine, without a 
formal evaluation and thus without the expense which 
. a formal evaluation would impose upon investors, if 
the bid side evaluation on any day during the week, 


which is used by the Sponsors for their bid. The 
Sponsors accordingly agree to obtain from the 
Evaluator, for each Series and on each trading day, a 
letter to the effect that in its independent judgment 
the bid side evaluation is not higher than or equal to 
the previous Friday’s offering side evaluation, and if 
the Evaluator does not feel that it can give such letter 
the Sponsors will order a new evaluation. 


Similarly, in order to minimize the risk that a 
purchasing investor will pay more than he would pay if 
daily evaluations were made, Applicants agree that 
the Evaluator will, without a formal evaluation, also 
determine if the evaluation has decreased by an 
amount greater than or equal to one-half point, and, if 
it determines that such a decrease has occurred, it will 
perform a new evaluation which will become the basis 
for the Public Offering Price until the next succedding 
evaluation. 


Finally, the Applicants state that Rule 22c-1 requires 
that net asset value be determined as of the time of 
the close of trading on the New York Stock Exchange. 
The Applicants note that only rarely will Securities in 
the various Series be listed on the New York Stock 
Exchange and, if so listed, the principal market 
therefore will be over-the-counter. It is contended that 
the time of the close of trading on the New York Stock 
Exchange therefore bears little relationship to the 
evaluation procedures used in determining net asset 
value for the Fund. The Applicants state that the 
Evaluator has informed them that 3:30 p.m. is the 
most reliable time for evaluations, regardless of the 
time of the close of trading on the New York Stock 
Exchange, which may change from time to time. 


Section 6(c) of the Act provides, in part, that the 
Commission may conditionally or unconditionally 
exempt any person, security or transaction, or any 
class or classes of persons, securities or transactions 
from any provision of the Act or of any rule or 
regulation under the Act if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 12, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
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addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10179/ March 27, 1978 


In the Matter of 


CONNECTICUT GENERAL LIFE 
COMPANY 


INSURANCE 


CG FUND, INC. 

CG INCOME FUND, INC. 

CG MONEY MARKET FUND, INC. 
CG MUNICIPAL BOND FUND, INC. 
and 


CG EQUITY SALES COMPANY 
Hartford, Connecticut 06152 


(812-4225) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING AN EXEMPTION FROM THE PROVI- 
SIONS OF SECTION 22(d) OF THE ACT. 
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Connecticut General Life Insurance Company (‘‘CG 


Life’’), a Connecticut stock life insurance company, <*® 


CG Fund, Inc., CG Income Fund, Inc., CG Money ve 
Market Fund, Inc., and CG Municipal Bond Fund, Inc. 
(the ‘‘Funds’’), open-end diversified management 
investment companies registered under the Invest- 
ment Company Act of 1940 (the ‘‘Act’’), and CG 
Equity Sales Company, the principal underwriter of 
the Funds and a wholly-owned: subsidiary of 
Connecticut General Insurance Corporation, the parent 
corporation of CG Life (collectively, ‘‘Applicants’’), 
have filed an application on November 17, 1977, and 
an amendment thereto on February 3, 1978, for an 
order pursuant to Section 6(c) of the Act, exempting 
Applicants from the provisions of Section 22(d) of the 
Act to the extent necessary to permit inclusion of 
certain accumulated annuity values, or amounts as to 
which there is a statement of intention in effect for the 
purchase of such annuities, in determining the sales 
loads applicable to Fund share purchases where 
rights of accumulation, statements of intention, or 
aggregation of amounts invested are employed, and to 
permit the sale of Fund shares at no-load where 
purchase payments represent transfers of certain 
accumulated annuity values within certain limitations 
specified in the application. 


On February 24, 1978, a notice (Investment Company 
Act Release No. 10141) was issued of the filing of said 
application pursuant to Section 6(c) of the Act. The 
notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered and it is found that 
the granting of the applicaiton is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that, to the extent requested, an exemption from 
Section 22(d) of the Act be, and hereby is, granted, 
effective herewith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 
Release No. 10180/March 28, 1978 


In the Matter of 


THE FIRST NATIONAL BANK OF CHICAGO 
One First National Plaza 
Chicago, Illinois 60670 


and 


MIDWEST ASSOCIATION OF CREDIT UNION 
402 West 144 Street 
Riverdale, IIlinois 60627 


(812-3981) 


NOTICE AND ORDER FOR HEARING ON 
APPLICATION PURSUANT TO SECTION 6(c) OF 
THE ACT FOR ORDER EXEMPTING FUND FROM 
ALL PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that The First National 
Bank of Chicago (‘‘Bank’’) and Midwest Association 
of Credit Unions (‘‘MACU’’) have filed an application 
on July 12, 1976, and an amendment thereto on July 1, 
1977, for an order pursuant to Section 6(c) of the 
Investment Company Act of 1940 (‘‘Act’’) exempting 


~ the Bank’s Common Trust Fund H (‘‘Fund’’) from all 


the provisions of the Act. 


On September 16, 1976, the Commission issued a 
notice of the filing of the original application (Invest- 
ment Company Act Rel. No. 9448). The notice, which 
is incorporated herein by reference, gave interested 
persons until October 12, 1976, to request a hearing 
and stated that an order disposing of the application 
would be issued as of course in the absence of such 
request. On October 12, 1976, the Investment 
Company Institute (‘‘ICI’’) filed a request for a full 
evidentiary hearing and on October 15, 1976, the 
Dreyful Corporation (‘‘Dreyfus’’) filed a similar 
request. 


On July 1, 1977, the Bank and MACU (‘‘Applicants’’) 
filed an amendment to the application. In the amended 
application Applicants set forth additional information 
not included in the original application, but the 
relevant facts and circumstances surrounding the 
proposed formation and operation of the Fund have 
not changed. It is found that under these circum- 
stances it is not necessary in the public interest or for 
the protection of investors to renotice the filing of the 
application. 


It appears to the Commission that it is appropriate in 
the public interest and in the interest of investors that 
a hearing be held with respect to the application. It 
further appears that the issues raised in this matter 


pertain essentially to law and policy, and that, 
therefore, an evidentiary proceeding is not warranted. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 40(a) of the Act, 
that a hearing limited to written briefs and oral 
argument before the Commission on the aforesaid 
application under the applicable provisions of the Act 
and the Rules of the Commission thereunder be held 
pursuant to a schedule to be determined by the 
Secretary of the Commission. 


The Division of Investment Management has advised 
the Commission that it has reviewed the application 
and the requests for hearing, and that upon the basis 
thereof the following matters of law and policy are 
presented for consideration: 


(1) Whether the Fund is excepted from the definition 
of ‘‘investment company”’ by virtue of Section 3(c)(3) 
of the Act; and, if not: 


(2) Whether it is appropriate in the public interest and 
consistent with the protection of investors and the 
purposes of the Act to exempt the Fund from all the 
provisions of the Act; or 


(3) Whether the granting of the requested exemption 
would be contrary to the public interest by giving the 


Fund a potential advantage over competing registered 
investment companies. 


IT 1S FURTHER ORDERED, that the Secretary of the 
Commission shall give notice of the aforesaid hearing 
by mailing a copy of this Notice and Order by certified 
mail to The First National Bank of Chicago, Attn: Neil 
McKay, Vice-Chairman and Cashier, and the Midwest 
Association of Credit Unions, Attn: O. W. Mattson, 
President, at the addresses noted hereinabove and to 
Alan B. Levenson, Esq., Fulbright & Jaworski, 1150 
Connecticut Avenue, N.W., Washington, D.C. 20036, 
the Investment Company Institute, 1775 K Street, 
N.W., Washington, D.C. 20006, Attn: Wayne B. 
Bardsley, Assistant General Counsel, and the Dreyfus 
Corporation, 767 Fifth Avenue, New York, NY 10022, 
Attn: Daniel C. Maclean, Esq., that notice to all other 
persons be given by publication of this Notice and 
Order in the Federal Register, that a copy of this 
Notice and Order shall be published in the ‘“‘SEC 
Docket’’, and that an announcement of the aforesaid 
hearing shall be included in the ‘‘SEC News Digest.’’ 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SEC DOCKET/635 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10181/March 28, 1978 


In the Matter of 
AMERICAN GENERAL BOND FUND, INC. 


AMERICAN GENERAL CAPITAL MANAGEMENT, 
INC. 

2777 Allen Parkway 

Houston, Texas 77019 


(812-4243) 


ORDER PURSUANT TO SECTION 17(b) OF THE 
INVESTMENT COMPANY ACT OF 1940 EXEMPTING 
A PROPOSED TRANSACTION FROM THE PRO- 
VISIONS OF SECTION 17(a) OF THE ACT. 


On March 3, 1978, a notice (Investment Company Act 
Release No. 10150) was issued on an application filed 
on December 5, 1977, and an amendment thereto filed 
on February 21, 1978 by American General Bond 
Fund, Inc. (‘Fund’), a closed-end, diversified 
management investment company registered under 
the Investment Company Act of 1940 (“Act), and 
American General Capital Management, Inc. (“Amer- 
ican Capital’), the Fund’s investment adviser, 
pursuant to Section 17(b) of the Act, for an order of 
the Commission exempting from the provisions of 
Section 17(a) of the Act the proposed purchase by 
American Capital from the Fund of certain secured 
notes maturing on May 1, 1986, isued by El Tigre 
Corporation (“El Tigre”). 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 


has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the terms of the proposed transaction, including the 
consideration to be paid for received, are reasonable 
and fair and do not involve overreaching on the part of 
any person concerned, and that the proposed 
trnasaction is consistent with the policy of the Fund 


and with the general purposes of the Act. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed purchase by American Capital from 
the Fund of certain El Tigre secured notes maturing 
on May 1, 1986, be, and hereby is, exempted from the 
provisions of Section 17(a) of the Act. 
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For the Commission, by the Division of Investment», 


X 


Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10182/March 28, 1978 


In the Matter of 


SENTRY FUND, INC. 
and 


SENTRY EQUITY SERVICES, INC. 
1800 North Point Drive 
Stevens Point, Wisconsin 54481 


(812-4220) 


ORDER PURSUANT TO SECTION 6(c) OF THE AC 
GRANTING AN EXEMPTION FROM THE PROVISIONS* 
OF SECTION 22(d) OF THE ACT 


Sentry Fund, Inc. (the ‘‘Fund’’), an open-end 
diversified management investment company reg- 
istered under the Investment Company Act of 1940 
(the “Act”), and Sentry Equity Services, Inc. (“Equity 
Services”), the Fund’s principal underwriter (collec- 
tively, “applicants”), have filed an application on 
November 14, 1977 and an amendment thereto on 
January 23, 1978, for an order pursuant to Section 6(c) 
of the Act, exempting Applicants from the provisions 
of Section 22(d) of the Act to the extent necessary to 
permit the purchase of shares of the Fund from the 
proceeds of certain insurance contracts issued by 
Sentry Life Insurance Company of New York and 
Patriot General Life Insurance Company, without a 
sales charge but subject only to a $20.00 administra- 
tive fee. 


On February 22, 1978, a notice (Investment Company 

Act Release No. 10130) was issued of the filing of 

said application pursuant to Section 6(c) of the Act. 

The notice gave interested persons an opportunity to 

request a hearing and stated that an order disposing 

of the application would be issued as of course unless 

a hearing should be ordered. No request for a hearin 

has been filed, and the Commission has not ordered «. 
hearing. 





~ 


a 


Ps 


_,The matter has been considered and it is found that 
jhe granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the request for exemption from Section 22(d) of 
the Act, to the extent requested, be, and hereby is, 
granted, effective herewith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10183/March 29, 1978 


In the Matter of 


‘STATE MUTUAL LIFE ASSURANCE COMPANY OF 
AMERICA 
440 Lincoln Street 
Worcester, Massachusetts 01605 


(812-4242) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER PERMITTING 
PROPOSED TRANSACTION 


State Mutual Life Assurance Company of America 
(‘‘Insurance Company’’), a mutual life insurance 
company organized under the laws of Massachusetts 
and the adviser to State Mutual Securities, Inc. 
(‘‘Fund’’), a closed-end investment company regis- 
tered under the Investment Company Act of 1940 
(‘‘Act’’), filed an application on December 5, 1977, for 
an order, pursuant to Section 17(d) of the Act and Rule 
17d-1 thereunder, permitting the acquisition by the 
Insurance Company of $1,600,000 of Subordinated 
Notes of Northwest Acceptance Corporation in 
exchange for notes containing identical terms issued 
by Union Investment Company without the Fund also 
acquiring such notes. 


On February 27, 1978, a notice was issued (Investment 


ws Company Act Release No. 10142) of the filing of said 
»» application. The notice gave interested persons an 


opportunity to request a hearing and stated that an 


order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found, on 
the basis of the information stated in the application, 
that the proposed acquisition by the Insurance 
Company without the Fund’s participation is 
consistent with the provisions, policies and purposes 
of the Act, and is not disadvantageous to the Fund. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder, that the application to 
permit the proposed transaction be, and hereby is, 
granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10184/ March 29, 1978 


In the Matter of 


ADMIRALTY INVESTMENT PLANS FOR THE 
ACCUMULATION OF SHARES OF ADMIRALTY 
FUND, INSURANCE SERIES 


AND 


ADMIRALTY INVESTMENT PLANS FOR THE 
ACCUMULATION OF SHARES OF ADMIRALTY 
FUND, GROWTH SERIES 

1 New York Plaza 

New York, New York 10004 


(811-1250) 
(811-771) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANIES HAVE CEASED TO 
BE INVESTMENT COMPANIES 


NOTICE IS HEREBY GIVEN that Admiralty 
Investment Plans for the Accumulation of Shares of 
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Admiralty Fund, Insurance Series, and Admiralty 
Investment Plans for the Accumulation of Shares of 
Admiralty Fund, Growth Series (collectively referred 
to as ‘‘Applicants’’), registered under the Investment 
Company Act of 1940 (the ‘‘Act’’) as unit investment 
trusts, by Oppenheimer Management Company 
(‘SOMC’’) and the Bank of California, N.A. (the 
“Bank”), their interim sponsor and interim custodian, 
respectively, filed an application on May 19, 1977, and 
an amendment thereto on November 14, 1977, for an 
order of the Commission, pursuant to Section 8(f) of 
the Act, declaring that Applicants have ceased to be 
investment companies as defined in the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are summar- 
ized below. 


Subsidiaries of The Seaboard Corporation (‘‘TSC’’) 
formerly served as the investment adviser and 
principal underwriter for the Admiralty Fund 
(‘‘Admiralty’’), the underlying registered investment 
company in which the Applicants invested. On March 
5, 1974, the Commission filed a complaint in the 
United States District Court for the Central District of 
California against TSC and other defendants. The 
complaint alleged numerous violations of the federal 
securities laws including violations of the Act. 
Pursuant to a stipulation between the Commission, 
Admiralty, and other defendants, the Court entered an 
order on October 1, 1974, dismissing the 
Commission’s complaint. As a result of the 
Commission’s action against TSC, the independent 
directors of Admiralty terminated the contracts with 
Admiralty’s adviser and underwriter. 


In January, 1975, the Board of Directors of Admiralty 
suspended the sale of shares of Applicants and no 
investments in such shares have been made 
subsequent to that date. Effective December 7, 1976, 
Admiralty merged with and into Oppenheimer A.1.M. 
Fund, Inc. (‘‘A.I.M.’’). As a result of this merger, 


shares of Admiralty held in the accounts of 
planholders of Applicants were replaced with shares in 
A.1.M. of an equivalent value. 


Prior to the merger, litigation based on the violations 
alleged in the Commission’s complaint and certain 
additional claims against TSC and other parties was 
commenced on Admiralty’s behalf. The Board of 
Directors of Admiralty and of A.I.M. believed it was 
inappropriate for A.|.M. shareholders to have either 
the burden or the possible benefits of the litigation in 
which Admiralty was involved. Therefore, the claims 
of Admiralty in the litigation were transferred to a 
Litigation Trust (“Trust”) together with cash to sup- 
port the prosecution of the claims. An order of the 
Commission (investment Company Act Release No. 
9543) under Section 6(c) of the Act exempting the Trust 
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thereunder other than Sections 9, 17, 31, 34, 36 and 


from all provisions of the Act and rules and a8 and 
and related rules was issued on November 29, 1976 


The Beneficiaries (the ‘‘Beneficiaries’’) of the Trust 
are the prior shareholders of Admiralty and 
Applicants. The Trust assets shall be distributed to the 
Beneficiaries on the basis of each beneficiary’s 
beneficial interest in the Trust in such manner and at 
such time as the Trustees shall deem necessary or 
appropriate; provided, however, that a final 
distribution of all remaining Trust assets shall be 
made promptly after the determination or settlement 
of all the litigation. 


An application was filed with the Commission on July 
13, 1976, requesting an order under Section 11(a) of 
the Act approving an offer of exchange to be made to 
planholders of Applicants by OMC as sponsor and 
depositor of the Capital Accumulation Program of 
Shares of Oppenheimer A.I.M. Fund (‘‘AIMCAP’’). 
The application also requested, pursuant to Section 
6(c) of the Act, certain exemptions from the provisions 
of Sections 22(d), 27(d), 27(e) and 27(f) of the Act. 


The exchange offer contemplated that each planholder 
of Applicants would be given an opportunity to convert 
his plan to a plan issued by AIMCAP. At the same 
time, the planholder would be advised that the plan\ 
issued by Applicants were being terminated and that 
each planholder could elect to (1) accept the exchange 
offer; (2) receive the appropriate number of shares of 
A.|.M. allocated to his plan (plus all uninvested cash 
which may have been paid since January, 1975); or (3) 
receive the cash redemption value of his account with 
Applicants. A pianholder electing to exchange his plan 
for an AIMCAP plan would have the number of shares 
of A.I.M. credited to his account with Applicants 
transferred to an AIMCAP plan. Any uninvested cash 
which may have been paid since January, 1975, less 
custodian fees and sales charges attributable thereto, 
would be invested in AIMCAP and an AIMCAP Plan 
certificate would be issued under which the planholder 
would have been considered to have made the same 
number of payments under the AIMCAP Plan as had 
been made by him under his plan with Applicants. 
Thereafter, all monthly payments, fees and charges 
payable to the custodian and/or sponsor of the 
AIMCAP Plan would be in accordance with the 
provisions of the AIMCAP Plan. 


On February 23, 1977, the Commission issued an 
order (Investment Company Act Release No. 9653) 
approving the proposed offer of exchange and 
granting the exemptions requested by the application. 
The exchange offer was thereafter made and all of 
Applicants’ planholders have elected to either (1,_ 
exchange their plans for a plan issued by AIMCAP; (2) 





receive the shares of A.1.M. credited to their plans or 
“3) redeem their plans. All of the transactions required 
~~» carry out the election of all planholders of 

Applicants have been consummated. Therefore, 
Applicants currently have no assets and no 
planholders. 


Section 8(f) of the Act provides, in part, that when the 
Commission, upon application, finds that a registered 
investment company has ceased to be an investment 
company, it shall so declare by order, and that, upon 
the taking effect of such order, the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 24, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof of 
such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed 


*ontemporaneously with the request. As provided by 


«» ule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 


PLIGROWTH FUND, INC. 
PLITREND FUND, INC. 


PLIYIELD FUND, INC. 


AND 


PHILADELPHIA LIFE ASSET MANAGEMENT 
COMPANY 

111 North Broad Street 

Philadelphia, Pennsylvania 19107 


(812-4263) 


ORDER PURSUANT TO SECTION 6(c} OF THE ACT 
GRANTING TEMPORARY EXEMPTION FROM 
SECTION 15(a) (OF THE ACT) 


Pligrowth Fund, Inc., Plitrend Fund, Inc., and Pliyield 
Fund, Inc., registered under the Investment Company 
Act of 1940 (‘‘Act’’) as open-end, diversified 
management investment companies (collectively, 
‘‘Funds’’), and Philadelphia Life Asset Management 
Company, investment adviser to each of the Funds 
(‘‘Adviser’’) (collectively referred to with Funds as 
‘‘Applicants’’), filed an application on January 25, 
1978, and an amendment thereto on February 23, 
1978, pursuant to Section 6(c) of the Act, for an order 
of the Commission temporarily exempting Applicants 
from the provisions of Section 15(a) of the Act to 
permit the Adviser to continue to render services to 
the Funds after termination of its present investment 
advisory contracts with the Funds. 


On March 1, 1978, a notice was issued (Investment 
Company Act Releese No. 10146) of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing, and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 


~™ Release No. 10185/March 30, 1978 that the application for exemption from the provisions 
ce? of Section 15(a) of the Act, to the extent requested be, 
~"In the Matter of and hereby is, granted, effective forthwith. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT 
OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 623/March 28, 1978 


In the Matter of 


WEISS, PECK & GREER 
30 Wall Street 
New York, New York 10005 


(803-8) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 206A OF THE INVESTMENT 
ADVISERS ACT OF 1940 FOR AN ORDER OF 
EXEMPTION FROM THE PROVISIONS OF SECTION 
205 THEREOF. 


NOTICE IS HEREBY GIVEN that Weiss, Peck & Greer 
(‘‘Applicant’’), a diversified securities firm and 
member of the New York Stock Exchange and various 
other stock exchanges and also registered with the 
Commission as an investment adviser under the 
Investment Advisers Act of 1940 (‘‘Advisers Act’’), 
filed an application on December 15, 1977, and an 
amendment thereto on January 30, 1978, pursuant to 
Section 206A of the Advisers Act for an order of the 
Commission exempting Applicant from the provisions 
of Section 205 of the Advisers Act to the extent 
necessary to allow it to participate in the organization 
of a new venture capital enterprise, and to share in 
compensation based on a percentage of capital gains 
formula subject to two conditions described below. 
Applicant is engaged in a brokerage business for 
institutions and individuals, conducts specialist 
activities, serves as investment manager for various 
pension and profitsharing trusts and acts as 
investment adviser to two mutual funds. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant, in conjunction with BankAmerica Capital 
Corporation (‘‘BCC’’), a wholly owned subsidiary of 
BankAmerica Corporation (‘‘BankAmerica’’), desires 
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to form a venture capital investment enterprise 
(‘‘Fund’’) to be structured as a limited partnership 
whose limited partners will consist of fewer than 1 
sophisticated individual and institutional investors. 


The minimum capital contribution of each limited 
partner will be $1 million. The Fund’s principal 
investment objective will be to make private equity 
and venture capital investments. The application 
states that the Fund’s limited partnership interests 
will be offered and sold in such a manner as to be 
exempt from registration under the Securities Act of 
1933 by reason of Section 4(2) of that Act. It is further 
stated that the Fund itself will be exempt from 
registration as an investment company by reason of 
Section 3(c)(1) of the Investment Company Act of 
1940. BCC currently acts as a private investment 
manager to BankAmerica and to two subsidiaries of 
the Bank, and is presently exempt from registration as 
an investment adviser under the Advisers Act 
pursuant to Section 203(b)(3) thereof. 


The Fund’s sole general partner (the ‘‘General 
Partner’’) will also be structured as a limited 
partnership, and will have four individual general 
partners, each of whom will be a venture capital 
professional. Applicant will be the General Partner’s 
sole limited partner. The initial capital of the General 
Partner will consist of $1 million to be contributed b 
Applicant with additional but as yet undetermined™ 
amounts to be ocntributed by the individual general 
partners. The General Partner, as general partner of 
the Fund, will invest not less than $1 million in the 
Fund. Philip Greer, presently a general partner of 
Applicant and member of its executive committee, will 
become the managing general partner of the General 
Partner and will be responsible for the administration 
of the General Partner’s affairs. Personnel of the 
General Partner will originate and initially review all 
investment opportunities for the Fund and refer 
favorable investment prospects to BCC which, as 
noted below, will serve as the Fund’s investment 
adviser, for further review and approval. The General 
Partner may also render corporate development 
services to the Fund’s portfolio companies, and, as a 
representative of the Fund, will be responsible for 
voting all securities held by the Fund. Where 
appropriate, the individual general partners of the 
General Partner may also serve on the boards of 
directors of portfolio companies. The Fund’s portfolio 
companies may be charged a fee for consulting 
services provided them by the General Partner. 
Applicant states that it is anticipated that these 
consulting fees will be less than the costs and 
expenses of the General Partner’s operations. 
However, in the event that such fees exceed the costs, 
and expenses of the General Partner’s operations, the, 
excess will inure to the benefit of the Fund. p 





&. 
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The General Partner shall be entitled to receive, as 


-and when distributed, an amount equal to 12% of the 


et realized capital gains of the Fund. Approximately 


“two-thirds of any such distribution will be allocated to 


Applicant in its capacity as the limited partner of the 
General Partner; the other approximate one-third will 
be allocated to the individual general partners of the 
General Partner. The General Partner will also be 
entitled to reimbursement from the Fund for all of its 
expenses, including the salaries of its venture capital 
executives (including the individual general partners 
and administrative personnel). In addition, as an 
investor in the Fund, the General Partner will be 
entitled to its pro rata portion of the profits of the 
Fund, and will also bear its pro rata portion of losses 
incurred by the Fund, based upon the share of the 
Fund’s capital invested by the General Partner. 
Applicant, as limited partner of the General Partner, 
will share in such profits and losses in the same 
proportion that its capital represents to the capital of 
the General Partner. 


BCC will act as the investment adviser to the Fund 
pursuant to an advisory contract. BCC will not make 
any capital contribution to the Fund, although its 
parent BankAmerica will contribute $1 million to the 
Fund’s capital. BCC will review and approve or reject 
investment proposals and recommendations submitted 


. to it by any two of the individual general partners of 


the General Partner. As compensation, BCC will 


‘receive from the Fund a fixed fee equal to 1/4% of 1% 


per annum of the average value of the Fund’s 
investments in portfolio companies based on values at 
the beginning and end of the Fund’s fiscal year, plus 
an incentive fee in an amount equal to 8% of the net 
realized capital gains of the Fund, as and when 
distributed. 


For the first three or four years of the Fund’s 
existence, there will be no fee paid to the General 
Partner of BCC based on the net realized gains of the 
Fund. If capital gains are realized in the early years, 
there will be distributed to the limited partners of the 
Fund and to the General Partner and BCC not less 
than 35% of net capital gains realized, to provide them 
monies with which to fulfill their income tax 
obligations resulting from such realized gains. 
Thereafter, periodic distributions may be made to the 
General Partner and BCC based upon their respective 
shares of the net realized capital gains of the Fund, as 
set forth above. Each time a distribution or payment is 
to be made to the General Partner or BCC, the 
General Partner will value the assets of the Fund in 
order to determine the amount of current net realized 
capital gains available for such distribution. In 
computing this amount any net unrealized losses 


» accruing to the Fund will be offset against realized 
gains. The General Partner’s valuation will be subject 


to the review and approval of BCC. Periodic 


distributions will then be limited to one-half of the 
amount available for distribution to the General 
Partner and BCC—that is, the periodic distributions 
will not exceed 10% of the amount by which net 
realized capital gains exceed net unrealized capital 
losses. The remaining 10% of the amount by which 
net realized gains exceed net unrealized losses will not 
be distributed to the General Partner or BCC until 
dissolution of the Fund. The Fund will seek an 
independent review of any valuation made by the 
General Partner in connection with such a periodic 
distribution, in the event that limited partners of the 
Fund who shall have contributed 20% or more of the 
capital of the Fund so request, and the distribution 
will be modified in accordance with such independent 
distribution will be modified in accordance with such 
independent review. 


All periodic distributions to the General Partner and 
BCC will be based upon year-end financial statements 
of the Fund (which will be audited by independent 
certified public accountants). In no case, however, will 
any such distribution be based upon financial 
statements more than four months old, and will not be 
based on such financial statements if valuations have 
changes so that it is unreasonable under the 
circumstances to do so. It should be noted that these 
periodic distributions to the General Partner and BCC 
are in addition to the General Partner’s annual 
pro-rata share of profits and losses of the Fund (based 
upon the share of capital invested by the General 
Partner) and the annual fixed fee payable to BCC 
pursuant to its advisory contract with the Fund. 


It is anticipated that the initial capital of the Fund will 
be between $20 and $40 million. These estimates 
include the $1 million capital contribution of the 
General Partner and a like contribution to the Fund’s 
initial capital from BankAmerica. BankAmerica’s 
capital contribution may be as much as 5% of initial 


capital of the Fund, but in no event will 
BankAmerica’s investment exceed that figure. The 
capital of all limited partners and the General Partner 
will be invested for the entire life of the Fund, 
presently estimated to be ten years with the possibility 
existing that the Fund may repay on a pro-rata basis 
some portion of the total capital outstanding 
periodically after the sixth year. The Fund will require 
each limited partner to advance only an agreed 
percentage of each partner’s capital contribution to the 
Fund upon formation, with the remainder to be 
advanced upon periodic ‘‘capital calls’’ by the General 
Partner. Applicant’s capital contribution to the 
General Partner will be keyed to that of the limited 
partners of the Fund. Thus, Applicant will have no 
right to withdraw any part of its capital contribution to 
the General Partner during the term of the Fund. 
However, should the Fund return capital to its 
partners Applicant would receive a return of its capital 
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contribution from the General Partner in a like 
proportionate amount. Applicant’s capital contribution 
to the General Partner will also be triggered by 
‘capital calls,’’ so that the percentage of Applicant’s 
capital contribution which is invested in the General 
Partner will always be the same as the percentage of 
each limited partner’s contribution invested in the 
Fund. 


The Fund’s principal purpose will be to make private 
equity and venture capital investments. Accordingly, 
the Fund will seek to invest in securities of small and 
medium-size developing companies, primarily by 
direct investment on a negotiated basis. However, 
some Fund investments may also be made otherwise 
than by direct investment. For example, the Fund may 
provide capital to assist entrepreneurs or management 
in buying divisions of large companies in order to 
establish new and smaller indipendent companies. No 
fixed investment standards will be established. The 
Fund’s investment program will also include securities 
of companies of this type which are purchased in the 
public securities markets. The percentage of Fund 
assets which will be represented by marketable 
securities will vary, but it is represented that such 
securities will not comprise the major part of the 
Fund’s assets. In this regard, Applicant states that it 
is anticipated that not more than one-third of the 
Fund’s capitalization (at cost) or assets (at market 
value) will be invested in marketable securities at any 
time. 


Section 206A of the Advisers Act provides, in 
pertinent part, that the Commission, by order upon 
application, may conditionally or unconditionally 
exempt any person or transaction, or any class or 
classes of persons or transactions, from any provision 
or provisions of the Advisers Act, if and to the extent 
that such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Advisers Act. Section 205 
of the Advisers Act, in pertinent part, prohibits an 
investment adviser from entering into or performing 
any investment advisory contract which provides for 
compensation to the investment adviser based on a 
share of capital gains upon or capital appreciation of 
the funds or any portion of the funds of the client. 
Section 208(d) of the Advisers Act provides: ‘‘It shall 
be unlawful for any person indirectly, or through or by 
any other person, to do any act or thing which it would 
be unlawful for such person to do directly... .’’ 
Although it will not serve in an advisory capacity with 
respect to the Fund, Applicant is concerned that its 
indirect participation in any compensation based on a 
percentage of capital gains realized by the Fund 
might, absent the requested order, be prohibited by 
Section 205 of the Advisers Act under the provisions of 
Section 208(d) thereof. 
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Applicant argues that the procedures by which Fund 
distributions to the General Partner will be yrtetiniens 
result in the General Partner, and therefore Applicant 

as its limited partner, being subject to the same 
investment risks as are the Fund’s limited partners. 
Applicant contends that because such distributions 
will be based on the amount by which the Fund’s net 
realized capital gains exceed unrealized capital losses 
any incentive for the General Partner to take 
unwarranted investment risks (the concern underlying 
Section 205(1) of the Advisers Act) is significantly 
reduced. Applicant argues that this is particularly true 
since it, through the General Partner, will be investing 
at least $1 million in the Fund, and thus wil! be 
sharing ratably in all losses incurred by the Fund. 
Applicant further contends that the requested order is 
consistent with the protection of investors because the 
individuals who will be limited partners in the Fund 
will be sophisticated individuals or institutions able to 
fend for themselves, who are therefore not in need of 
the specific protections provided by the Advisers Act. 


Applicant also represents that it will not participate in 
the management of the Fund, or give advice to 
potential limited partners with respect to investing in 
the Fund. Applicant points out that with the single 
exception of Mr. Greer the General Partner will have 
no management personnel in common with Applicant; 
and that Mr. Greer will devote substantially all of his 
timt to the venture capital area and will have no direct. 
role in Applicant’s public investment advisory 
business. Applicant also points out that the General 
Partner will incur no indebtedness to it. Applicant 
contends that since the General Partner will have its 
own capital, personnel, physical operation and 
financial structure separate and apart from that of 
Applicant, the business of the General Partner should 
not be attributed to Applicant. 


Applicant further contends that its regular advisory 
business will be entirely separate and distinct from its 
participation as a limited partner in the General 
Partner of the Fund. Applicant’s regular investment 
advisory business is principally directed to serving as 


investment manager for ERISA accounts, mutual 
funds and individual clients, where the investment 
emphasis is, in general, to avoid undue risks so as to 
preserve capital. In view of the substantially different 
investment objectives and policies of the Fund and 
Applicant’s advisory business, Applicant represents 
that it is unlikely to recommend to its investment 
advisory clients that they invest in securities in which 
the Fund has an interest. However, to whatever extent 
Applicant may recommend such investments to its 
advisory clients (or itself make such an investment), 
Applicant represents that Applicant’s decision-making 
process will take place in its investment advisory 
management group (which will not include Mr. Greer), 
and will be entirely separate from any activities carried 





on by Applicant in connection with its interest in the 
Sund. In addition, Applicant represents that it will 
,haintain records of its recommendations relating to 
such securities and all transactions by its investment 
advisory clients and the Fund in such securities, and 
will provide access to those records to the 
Commission. 


Finally, Applicant states that performance compensa- 
tion, such as that to which the General Partner will be 
entitled, is the traditional form of compensation in the 
venture capital business. Applicant contends that 
since venture capital managers participate actively in 
the development of corporate strategies for and the 
direction of their constituent companies, and provide 
outside consulting assistance and ancillary support as 
needed, it is altogether appropriate that such 
managers be compensated for their services on an 
entrepreneurial basis. Thus, Applicant argues that 
granting of the requested order would be appropriate 
in the public interest because it would allow a 
registered investment adviser to invest in a venture 
capital manager, thereby supporting the dual 
objectives of providing venture capital investors with 
experienced, financially stable managers and 
facilitating the flow of needed capital to unseasoned 
businesses. 


In an attempt to insure that granting of the requested 
» order of the Commission exempting Applicant to the 
extent necessary from the provisions of Section 205 of 
the Advisers Act will meet all of the tests contained in 
Section 206A of the Advisers Act, Applicant has 
agreed to incorporate the following two conditions 
into any order which may be issued in this matter. The 
first condition will specifically require that the limited 
partnership interests in the Fund be sold only to 
sophisticated individual and institutional investors in 
compliance with the provisions of Section 4(2) of the 
Securities Act of 1933, each of which will make a 
minimum capital contribution of not less than $1 
million. The second condition will specifically require 
that Applicant invest, as a limited partner, not less 
than $1 million in the General Partner. Applicant 
asserts that the incorporation of these conditions into 
the requested order of the Commission renders the 
issuance of such order appropriate in the public 
interest, consistent with the protection of investors, 
and consistent with the purposes fairly intended by 
the policy and purposes of the Advisers Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 19, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
‘he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 


addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 8347/March 24, 1978 


SEC v. GSC ENTERPRISES, INC., et al 
N.D. Illinois, Eastern Division 
Civi! Action No. 78C-915 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange Com- 
mission, announced that on March 10, 1978, the Com- 
mission filed a complaint in the United States District 
Court for the Northern District of Illinois, Eastern 
Division, seeking to enjoin GSC Enterprises, Inc. 
(GSC), a Deleware corporation with its principal office 
in Lincolnwood, Illinois; Clyde W. Engle (“Engle”), 
chairman and president of GSC, and Sierra Capital 
Group (Sierra), an Illinois limited partnership, from 
violating the anti-fraud provisions, the proxy 
provisions, the periodic reporting provisions and the 
stock acquisition reporting provisions of the Federal 
securities laws in connection with a merger between 
GSC and Lincolnwood Bancorporation, Inc. 


The Commission’s complaint alleged that the 
defendants omitted to disclose their intention to make 
GSC a privately held corporation, to delist from the 
American Stock Exchange, to deregister from filing 
reports to the Commission and to eliminate all 
minority shareholders of GSC, In violation of Section 
10(b) of the 1934 Act and Rule 10b-5 thereunder. The 
complaint also alleges that in GSC’s merger disclosure 
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document misrepresentations were made concerning 
the nature of certain securities to be issued in the 
merger and a loan transaction between GSC and Engle 
and omissions were made concerning the rights of 
shareholders under Delaware corporation law and 
certain put agreements between Engle and other 
parties for GSC stock, in violation of Section 17(a) of 
the 1933 Act and Section 10(b) of the 1934 Act and 
Rule 10b-5 thereunder. The complaint further alleges 
that defendants made a false 8-K filing to the 
Commission in violation of Section 13(a) of the 1934 
Act and Rules 12b-20 and 13a-11 thereunder. The 
complaint further alleges that defendants failed to 
transmit an information statement in lieu of a proxy to 
shareholders and file such information statement with 
the Commission, in violation of Section 14(c) of the 
1934 Act and Rules 14c-2 and 14c-5 thereunder. 
Finally, the complaint alleges that Engle, Weston, and 
Sierra failed to file an amendment to a 13-D 
acquisition report relating to their ownership in GSC in 
violation of Section 13(d) of the 1934 Act and Rules 
13d-1 and 13d-2 thereunder. 





Litigation Release No. 8348/March 29, 1978 


SEC v. LINDSEY-HOLMAN CO., INC. and 
BERNARD T. LINDSEY 


(M.D. GA 78-54-Mac.) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission 
announced that on March 17, 1978, the Honorable 
Wilbur D. Owens, Jr., United States District Court 
Judge for the Middle District of Georgia, at Macon, 
entered a consent order preliminarily enjoining 
Bernard T. Lindsey (‘‘Lindsey’’) of Macon, Georgia, 
from the acts and practices alleged in the 
Commission’s complaint, filed the same day, against 
Lindsey and Lindsey-Holman Co., Inc. (‘‘LHC’’), a 
proposed corporation. 


The Commission’s complaint alleges: (1) that Lindsey 
and LHC and Lindsey, through Lindsey Securities 
Account Management Services (“LSAMS”), a division 
of LHC, engaged in business as an investment adviser 
without being registered as such; and (2) that 
defendants made untrue statements of material facts 
and omitted material facts necessary to make 
statements made not misleading, concerning, among 
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other things, LSAMS’s staff and facilities, LHC’s 
corporate existence, agreements with broker-dealersap 
concerning commission discounts, and the prospect 
realizing immediate and substantial profits for 
investors utilizing LSAMS’s services—in violation of 
Sections 203(a), 206(1) and 206(4) of the Investment 
Advisers Act of 1940 and Rule 206(4)-1(a)(5) there- 
under, the registration and anti-fraud provisions. (SEC 
v. Lindsey-Holman Co., Inc. and Bernard T. Lindsey, 
M.D. GA 78-54 Mac.) 





Litigation Release No. 8349/March 29, 1978 


U.S. v. HAROLD E. PRAY 
(M.D. Pa., Criminal Action No. 78-20) 


Paul F. Leonard, Administrator of the Washington 
Regional Office and Thomas H. Monahan, Assistant 
Regional Administrator (Philadelphia), of the Securities 
and Exchange Commission and S. John Cottone, 
United States Attorney for the Middle District of 
Pennsylvania announce that on March 16, 1978, a 
Federal Grand Jury sitting at Williamsport, 


Pennsylvania, returned a fourteen count indictment 
against Harold E. Pray of Lewisburg, Pennsylvania. 
Pray was the former managing partner of a no\ 


defunct Lewisburg broker-dealer. 


The indictment alleges that Pray converted customers’ 
funds in his custody; illegally hypothecated customers’ 
securities held in safekeeping or in transit; and 
wrongfully liquidated mutual funds of a customer and 
converted the proceeds to his own use. 


The charges include violations of the antifraud and 
hypothecation provisions of the Securities Exchange 
Act of 1934, interstate transportation of fraudulently 
obtained securities (18 U.S.C. Section 2314), mail 
fraud (18 U.S.C. Section 1341) and racketeering (18 
U.S.C. Sections 1961, 1962 (c)). 


The indictment followed a joint investigation by the 
SEC and FBI. Pray is scheduled for arraignment in 
Williamsport, Pennsylvania, on March 27, 1978. 





Litigation Release No. 8350/March 29, 1978 


SEC v. GAYLORD NANCE et al. 
(N.D. Ill. Civil No. 78C 1024) 


William D. Goldsberry, Administrator of the Chicagi 
Regional Office of the Securities and Exchange™ 





. 


' Gaylord Nance (‘‘Nance’’), 


Commission, announced that on March 17, 1978, the 
Yommission filed a complaint in Federal District Court 
4 Chicago (Northern District of Illinois) against F. 
Richard T. Fogle 
(‘‘Fogle’’), Arrow Oil Corporation, Texoil Exploration 
Company, Charles W. Aikens, James W. Owen, 
Thunderbird Drilling Inc., and the partnership of 
Aikens and Owen. The complaint seeks an injunction 
from further violations of the anti-fraud provisions of 
the federal securities laws (Section 17 (a) of the 
Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 there- 
under). 


Among other things, the complaint alleges the 
following: From 1972 to 1975 Nance and Fogle were 
employed as trust officers of the Continental Illinois 
National Bank and Trust Company (‘‘Continental’’) as 
managers of its Oil and Gas Mineral Section which 
invested Continental customers’ funds in fractional 
undivided interests in oil and gas leases (‘‘mineral 
interests’’). Utilizing their positions at the Conti- 
nental, Nance and Fogle converted Continental 
customers’ mineral interests to two companies owned 
by Nance and Fogle, Arrow Oil Corporation (‘‘Arrow’’) 
and Texoil Exploration Company (‘‘Texoil’’), and they 
received oil production income from such interests. 
Nance and Fogle also allegedly charged Continental 
customers for costs attributable to Arrow’s or Texoil’s 
mineral interests, and received commissions in the 
form of mineral interests and cash payments from oil 
companies in return for their investing Continental 
customers’ funds in such companies’ mineral 
interests. 


The complaint further alleges that Charles W. Aikens 
(‘‘Aikens’’), James W. Owen (‘‘Owen’’) and the 
partnership of Aikens and Owen paid a kickback to 
Nance and Fogle, in return for their investing 
Continental customers’ funds in Aikens and Owen 
mineral interests. In addition, Thunderbird Drilling 
Inc. (‘‘Thunderbird’’), a corporation also owned by 
Aikens and Owen, gave Nance and Fogle free mineral 
interests for their investing Continental customers’ 
funds in Thunderbird’s mineral interests. The 
complaint further charges Aikens, Owen, and their 
companies for failing to disclose to Continental 
customers that both Aikens and Thunderbird had 
previously been enjoined from the anti-fraud pro- 
visions of federal securities laws in 1971. SEC v. 
Petroleum Resources Fund, Inc., et al. (N.D. Cal. 
1971). 





Litigation Release No. 8351/March 30, 1978 


SECURITIES AND EXCHANGE COMMISSION V. 
AMERICAN BEVERAGE CORPORATION ET AL. 


(United States District Court for the District of 
Columbia) Civil Action No. 78-0537 


The Securities and Exchange Commission today 
announced that on March 27th it filed a Complaint in 
the United States District Court for the District of 
Columbia against American Beverage Corporation 
(‘‘ABC’’), Selwyn Cohen (‘‘Cohen’’), Alex Mechlowitz 
(‘‘Mechlowitz’’), and Norman Gordon (‘‘Gordon’’). 


The Commission also announced that the Court 
entered a Judgment of Permanent Injunction 
restraining and enjoining the named defendants from 
further violations of Section 13(a) of the Securities 
Exchange Act of 1934 and Rules 13a-1 and 13a-13 
promulgated thereunder. ABC, Cohen, Mechlowitz, 
and Gordon consented to the entry of the Court’s 
judgment and order without admitting or denying the 
allegations in the Commission’s Complaint. ABC, a 
New York Corporation with its principal place of 
business in College Point, New York, is a producer 
and bottler of soft drinks. Cohen was president and 
chairman of the Board of ABC from 1961 until January 
1975, when his resignation was solicited and tendered 
to the Company’s Board of Directors. Mechlowitz was 
Executive Secretary of ABC from August, 1971 to 
February, 1975. Gordon is Cohen’s brother-in-law and 
a director of ABC from 1970 to April, 1975 and the 
only individual defendant that did not own any ABC 
stock. 


The Commission’s Complaint alleges that during the 
period 1971 to 1975, ABC extended credit and sold raw 
materials, finished products and the franchise rights to 
its Hoffman sodas label to several companies without 
any disclosure to ABC’s shareholders that these 
companies were incorporated, funded and managed by 


Cohen, Mechlowitz and Gordon. As part of this 
violative conduct, ABC filed materially false and mis- 
leading annual and periodic reports with the 
Commission. 


The Commission’s Complaint also alleges that some of 
the companies with whom ABC had these related 
party transactions never repaid their debt to ABC, 
while others only partially repaid their debt, thereby 
causing ABC to write off in its fiscal 1974 through 1976 
years approximately $1 1/4 million due from these 
companies. 


The Commission’s Complaint further alleges from the 
period 1972 to the present, ABC has been on the 
average 224 days late in filing its Annual reports with 
the Commission, and an average of 50 days late in 
filing its periodic reports with the Commission. 


ABC, Cohen, Gordon and Mechlowitz consented to the 


injunction without admitting or denying the 
substantive aliegations in the Commission’s Com- 
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plaint. Cohen, Mechlowitz and Gordon also undertook 
not to be associated in any capacity as a director with 
any corporation whose securities are publicly owned, 
for a period of two years from the date of the entry of 
this judgment, without obtaining the prior approval of 
the Commission. 





Litigation Release No. 8352/March 30, 1978 


SEC v. FEDERAL RESOURCES, INC., et al. 


(N.D. Tex., CA3-78-0220-G) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, today announced that on March 23, 1978, 
Federal District Judge Patrick Higginbotham at 
Dallas, Texas, entered Orders of Permanent Injunction 
by Consent against Federal Resources, Inc., Thomas 
A. Curry, Thomas A. Curry d/b/a Curry Petroleum, 
Timothy J. Curry, and Timothy J. Curry d/b/a Curry 
Petroleum, ail of Dallas, Texas, enjoining them from 
violations of the registration and antifraud provisions 
of the federal securities laws. 


The defendants consented to the entry of the 
permanent injunction without admitting or denying the 
allegations of the Commission’s Complaint filed on 
February 23, 1978. 


The Complaint alleged violations of the registration 
and antifraud provisions of the federal securities laws 
in connection with the offer and sale of investment 
contracts comprised of filing programs relating to the 
awarding of oil and gas leases on federally owned 
lands by the Bureau of Land Management of the 
United States Department of Interior in several 
western states, and fractional undivided working 
interests in oil and gas leases located in LaSalle 
Parish, Louisiana, and Coleman County, Texas. 


The Complaint further alleged that in connection with 
the offer and sale of investment contracts, Thomas A. 
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Curry and Timothy J. Curry made representations and 
omitted to state material facts concerning, amo 
other things, value of lease rights on parcels of land 
which investors’ names were filed, use of investors’ 
monies paid for future fulfillment of filing program 
contracts with investors, number of filings per month 
to be made under the filing program contracts, and 
probability of success in obtaining lease rights on a 
parcel of land as a result of an investment in the 
Federal Resources, Inc., filing programs. 


The Complaint also alleged that in connection with the 
offer and sale of fractional undivided working interests 
in oil and gas leases and/or wells, Thomas A. Curry 
and Timothy J. Curry, d/b/a Curry Petroleum, made 
representations and omitted to state material facts 
concerning the status of Curry Petroleum as an oil and 
gas operating company, the ownership of property 
rights in which interests were sold to investors, the 
existence and location of proposed oil and gas well 
driling ventures in which interests were sold, results 
of oil and gas well drilling ventures in which interests 
were sold, results of oil and gas well drilling ventures 
in which interests were sold, source of monies paid to 
investors as production income, and use of monies 
paid by investors for interests in the oil and gas well 
drilling ventures. 


For further information see Litigation Release No. 
8098. ( 


<& 





Litigation Release No. 8353/March 30, 1278 


SEC v. FRANKLIN JOHNSON, TRAILERANCHO 
HOLDING COMPANY 


(U.S.D.C. $.D. Calif., CV 78-0154-GT) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office announced the filing of a complaint in 
the United States District Court for the Southern 
District of California on March 9, 1978, to enjoin 
Franklin Johnson, of Salt Lake City, Utah, and 
TraileRancho Holding Company, a privately held 
California corporation, from violating Section 13(d) of 
the Securities Exchange Act of 1934, as amended, and 
Rules 13d-1, 13d-2 promulgated thereunder. Each of 
the defendants simultaneously consented, without 
admitting or denying the allegations of the complaint, 
to the entry of a Final Judgment of Permanent 
Injunction enjoining them from further violations a 

alleged. _ 





The Commission’s complaint alleges that Franklin 
vhnson, through a privately owned company, 
.., aileRancho Holding Company, (‘‘THC’’) purchased 
50.3% of the outstanding common stock of 
TraileRancho Corporation from the estate of the 
founder of TraileRancho Corporation. TraileRancho 
Corporation is a publicly-held corporation located in El 
Cajon, California, which owns and operates mobile 
home parks in California, Nevada, Oregon and 
Arizona. 


The acquisition of the stock was financed by a $3 
million loan from the Worcester County National Bank 
in Worcester, Massachusetts to THC. In connection 
with the purchase of the control block of stock THC 
and Franklin Johnson filed with the Commission a 
required disclosure statement on Schedule 13D which 
failed to completely and accurately set forth 
information required to be disclosed. 


The Complaint alleges that the Schedule 13D failed to 
disclose that Paul Lowden of Las Vegas, Nevada, and 
R. Howard Harmer of Atherton, California, had 
guaranteed the $3 million loan; that Franklin Johnson 
proposed to refinance TraileRancho’s assets and to use 
the proceeds to assist Paul Lowden in acquiring the 
Hacienda Hotel and Casino in Las Vegas, Nevada (the 
““Hacienda’’); that consideration would be given to a 
combination of TraileRancho and the Hacienda with 
Harmer and Lowden receiving an equity interest in the 
combined entity. The complaint further alleges that 
THC and Franklin Johnson failed to promptly amend 
the Schedule 13D and report material changes in 
THC’s and Franklin Johnson’s plans with respect to 
TraileRancho to lend Lowden $1.3 million. Of this 
amount Franklin Johnson ultimately received $435,000 
through a complex series of transactions. 
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